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World News 


South African 
talks raise 

township 

peace hopes 

Hopes foran end to vfofence 
which has daimed the Jives 
of more than 10,000 black 
Sooth Africans since 1984 were 
raised when leaders of the Afri- 
can National Ctamcfl, ihXatha 
and government parties met 
together nationally for the first 
tune. Page IS - ' ■ : 

Antarctic rofai al 

Talks aimart at - agreeing a 50- 
yearban on commercial min- . 

. tag and oil exploration In Ant- 
arctica will resume later this 
year despite a US refusal to . 
endorse the plan. Page 16 

Scdnohi says sorry 

White House chief of staff John 
Samara* whose use of official 
transport for private engage- 
ments ha3 embarrassed Presi- 
dent George Bosh, issued a . . 
statement of regret Page 2 

Bao wanes . In dims 

Indian prime minister P.V. ' 
NarasimhaRao warned his 

countrymen to “tighten their 

belts". Sacrifices would be 
needed, he said, to overcome 
the economic crisis. Page 3 

Kohl angry, at neo-Nazis 

German chancellor Helmut . 
Kohl said he was enraged by 
increasingly active east Ger- 
man neo-Nazis who were obliv- 
ious to the lessons of history. 

Saddam donouncad 

Saudi Arabian leaders , 
described Iraof president Sad- 
dam Hussein as a tyrant who 
tried to split the Islamic nation 
and destroy its resources. 


Business Summary 


Matra calls 
for Brussels 
probe into 
aid for vans 

MATRA, French maker of the 
Bspace van, wants Brussels 
to probe the legality (tf pro- 
posed aid for twoof its rivals 
to build a Es400bn «&5hn) 
plant rnfllrfng a nftwilar Vehicle 
inPortugaL 

The space, telecoms and 
transport group suspects Por- 
tuguese govermnent and Euro- 
pean Community regional aid 
for the Ford-Yolkswagen proj- 
ect could create unfair compe- 
tition in. the growing family 
vans badness. Page 16 

European Monetary System: 
Currency rates ended the week 

steadily within the Exchange 

Sate Mechanism grid. The 
peseta weakened on sugges- 
tions of lower Spanish interest 
rates and talk that ft may 
move to the narrow 214 per 
cent ERM band at slower . 
level But intervention by the 
. Bank of Spain calmed toe mar- 
kets and the peseta remained 
clearly the strongest currency. 


EMS 


June 21,1991 


amsfl hwb racking 

President Lech Walesa said 
be wanted to enltet mass-roots 
support before deciding on 
whether to dissolve PctemTs 
parliament. 

CMraciotrepontant . 

Former prime minister Jacques 
Chirac’s refusal to apologise 
for an attack bn what ha called 

jnlijy "i^riBlly anif flw ym g in g ■ 

fmrignera ; has w ffl^d1rqaan 
rights organisations' 

ECfinRm.YbgosMi -- 

European Community nations 
decided not to recognise deda- 
- rations of jwrtflpBnHFnno by 
breakaway Yngoslav republics 
andtofTMze all ccsitacts with 
their lecufors. Page 4 

Woman mtahtmopwt 

Socialists Elisabeth Guigou. 
and AmmMarie Uzta, toe 
French and Belgian ministers 
for European affairs, are angry 
at being excluded from a meet- 
ing of European socialist min- 
isters. • . - ~ •• 

Secrets eme rge on TV 

Israel’s mOBaiy chiefs were 
criticised by senior politicians 
and former generals for reveal- . 
tag details on TV of 
undercover army units operat- 
ing against the Palestinian 
- uprising. Page 3 - 

Turkluh reshuffle 

Turkey’s Motherland party 
announced a new government 
with Meant Yilmaz, who takes 
over as premier today, replac- 
. tag 20 memben of the former - 
cabinet PbgE 4 



The chart shoos the member 
currencies of the exchange rate 
mechanism measured against 
the weakest currency In the ■ 
EMS’s norma 2J& per ixnt fluc- 
tuation band. In practice, cur- ' 
rendes hr the EMS narrow 
. band cannot rise, more than 
Z25per cent firm the weakest 
currency , in that part cf the sgs^ 
tern. Steffirig and the Spanish 
peseta operate with 6 per cent 
fluctuation bomb. ■ 

AMT of the US is set. to win 
the tarn’s share of Kuwaiti tet 
communicatioaiB contracts 
worth at least 3400m after an 
acrimonious straggle with 
rivals GPTof toe BE and • 
Akadel of France. Page 16 

BRinSB TELECOM: Adviaers 
are expected to recommend 
tost toe UK government sen 
part.crfite iemairing 4S per - 
cmztstake to toe public' at a 
percentage discount to the - 
market rather than a fixed 
price. Page 17 . 

CONFEDERATION of British 
Industry's latest monthly 
trends survey shows orders 
still weakening and no sign 
of UK demand car output recov- 
ering. 


Mania says no ~. 

The PidUpdines said it would - 
hot adjust term? for stationing 
US troops because of crippHng 
damage to two bases from an 
erupting volcano! 

Smbrime leader ousted 

Veteran Zimbabwean politician 
EdgarTekere has been 
removed h® his coOeaguet as 
president of the country's main . 
c^iposftlanittovmn^itina . 
wrasse which threatens to 
split toe party. Page 3 . * 


1 takes -La 

Mazda recorded a first Japa- : 
nese victory in the Le-Maia . 
24-hour sportscar race. The-. . 
wtantag car, wias driven by - : 
Vdker Weidler (Germany), 
Johans Robert (Britain) and 
BertrandGachot (Belgium). 


CONTENTS 


THE MONO AY INTERVIEW 

SJtortly after Lord ; 
Alexander toottover . . 
aa chairman of the 
National Westminster 
Bank, toe UK plunged 
Into' recession and bad 
debts rocketed, Nat- . 
West's US operation • 
Jf.y tost $ 350 m. 8 ut Lord 
•' Alexander' refuses to ' 

■rl .be too ruflled hy such’' 
sotoacte.. 

- ; .PaoB-32 o . 


Buai n e— CW 's May .la 
Cmaawoftf ' m 32 
Cttrrmeto ; & 
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RnancW Diary ... — 10 


MANNESMAN^. German engi- 
neering group, enlarged as one 
cf the companies interest in . 
Davy Corporation. Britain’s 
biggest independent engineer- ■ 
tag contractor Is effectively 
UP for sale after makmg losses 
on a rig contract Faye 18 

SPANISH electricity: ^The ' 
board of Spanish private sector 
electricity company Sevfflaua 
will consider a formal takeover 
offer from its public sector 
rival, Endesa: Page 17 . 

TOTTENHAM Botnar's man- < 
ager Terry Venables has raised 
£3m ($A9m) to buy shares hr - 
and help refinance the London 
football chfo where he has 
taken control with Amstrad 
chainnan Alan Sugar. Page 
17 .. 

.VOLKSWAGEN of Germany 

confirmed a had been in touch 
with Nicholas Hayek, Swiss . ' 
devdbper of the “Swatch" 
watti, ^ahont possible produc- 
titm.of a ^Swatch-Gar^. 


London meeting warns dollar speculators and takes cautious line on USSR 

G7 confident on world economy 


By Peter Norman and Rachel Johnson |n London 


AN UPBEAT assessment of 
world economic growth pros- 
pects was delivered yesterday 
by toe finance ministers and 
central bank governors of the 
Group of Seven leading indus- 
trial nations. 

But in a carefully worded 
communique, issued after 
seven hoars of talks in London, 
they made dear that this did 
not mean that all countries 
should pursue toe same poli- 
cies at toe tini» 

The communique contained 
a thinly veiled warning for 
investors who have bid toe dol- 
lar up by 20 per emit against 
the D-Mark and other curren- 
cies in recent weeks. The min- 
isters and governors, it said, 
“reaffirmed their commitment 
to co-operate closely, taking 
account of the need for orderly 
markets, if necessary through 
appropriately concerted action 
in exchange markets." 

N either Mr Norman Tj>mnnt l 
the UK chancellor, who 
chaired the meeting, nor Mr 
Pierre Bdr£govoy, the French 
fhwnw> fflinigtw would elabo- 
rate on this passage. 

However, Mr Karl Otto PfthL 
president of the Bundesbank, 
said it did indeed refer to cen- 
tral bank intervention. He 
would not comment on 
whether the ~hgnfrg would inter- 
vene to cap the dollar at cur- • 
rent levels. At Friday’s close in 
London, the dollar was at 
DM1.799. 

Mr Ryutaro Hashimoto, toe 
Japanese finance minister, told 
a news conference that the G7 
shared the view that the 
latehang w rate levels of the dol- 
lar are (dose to the ceiling. ' 

The yen’s value against the 
dollar did not properly reflect 
Japan’s economic fundamen- 
tals and should therefore be 


corrected, officials said. 

However; Mr Nicholas 
Brady, US treasury secretary, 
said the recent rise in toe dol- 
lar was not inconsistent with 
the orderly movements in the 
foreign exchange markets in 
recent years. 

Speaking after the meeting. 
rffirfaig tpwid there was no such 
willingness on toe part of G7 
countries to alter Interest 
rates. Germany in particular 
had made clear that lower 
interest rates were impossible 
at present because Its strong 
growth performance in the 
first quarter had carried over 
into the second. 

The final statement also 
papered over some differences 
of approach on how the west 
njyniiH help the Soviet Union 
bring market oriented reforms 
to its crisis ridden economy. 

Mr Lamont said afterwards 
that the G7 - which comprises 
the US, Japan, Germany, 
Britain, France, Italy and Can- 
ada - had agreed that massive 
financial aid was not the 
an s w er to the Soviet Union’s 
problems. It was not envisaged 
that the forthcoming London 
summit of the seven countries 
in July would make commit- 
ments about financial assis- 
tance. It was more important, 
he said, that the Soviet Union 
mitfate a programme of domes- 
tic economic change involving 
privatisation, price reform and 
structural reform. 

Mr B£r6govoy said toe G7 
would need to see Tangible 
results”. On the Soviet Union’s 
relationship with the Interna- 
tional WtwwMriol inrfjtntlnM 1 he 
said some countries favoured 
associate membership of the 
International Monetary Fund 
and others, and others a transi- 
tional status. 



Karl Otto Pohl president of 

The US hue been toe main 
advocate of associate status for 
toe Soviet Union at the IMF. 
Last night Mr Brady said: 
"There was general agreement 
that the idea suggested by 
President George Bush of asso- 
ciate status tor the Soviet 
Union was a good idea.” 

However, toe Bonn govern- 
ment ha« also made c lea r that 


the German Bundesbank, arrives for the Group of Seven meeting in London yesterday 

it would be wary of such a were likely to seek recovery in 
move If it meant long delay in activity in the second half of 
granting full IMF membership this year. 

Mr Bdregovoy said toe G7 
had collectively agreed that 
there were "incontestable” 
signs that a global recovery 
was under way since their last 
meeting in ApriL 
However, in the Anglo-Saxon 
economies, signs of recovery 


to the Soviet Union. 

Speaking afterwards Mr 
Lamont said one of the most 
important conclusions of toe 
meeting was that countries 
were more optimistic about 
growth. Many countries that 
had experienced recession 


were proving were “difficult to 
interpret" 

The meeting had been happy 
that recent falls in US and UK 
interest rates had been 
accepted by financial markets 
and “not been followed by rate 
rises". 

Communique, Page 2 
Economic indicators. Page 4 


Gorbachev faces momentous choice on economy 


By John Lloyd in Moscow 

MR Mikhail Gorbachev, toe 
Soviet president, faces one of. 
the most momehtoos choices ct 
hiB turbulent career in the next 
few days - whether to adopt a 
plan to revolniicmise toe Soviet 
political and economic system. 

His actions will decide 
whether the Soviet Union 
attempts a rapid opening to the 
world economy with the 
co-operation of the west, or 
continues a search for change 
internally, drawing on its own 
depleting resources. 

Mr Gorbachev knows that 
only the first choice will be an 
acceptable basis for support 
from leaders of toe Group of 
Seven industrial countries. 


who meet the Soviet leader at 
.their London summit next 
rrpinth- However, ‘ its adoption' 
risks political and social tur- 
moil. ' 

The more radical of the pro- 
grammes he is consider- 
ing - written by Mr Grigory 
Yavlinsky, toe former deputy 
prime minister of Russia, in. 
association with US experts 
- Is circulating in Moscow and 
has been sent to the G7 lead- 
ers. Mr Yavlinsky spent two 
hours with the Soviet president 
on Saturday, devoted to 
explaining the implications of 
his programme. 

The plan assumes, but does 
not state, western assistance of 


S20bn-$35bn a year, largely in 
the -form of grants rather than 
loans, half of which would the- 
oretically be made available 
through the International Mon- 
etary Fund and the World 
Bank. The aid would follow toe 
conclusion next year of an 
agreement on IMF aid to sup- 
port liberalisation and stabil- 
ity. However, , the US in partic- 
ular has been at pains to play 
down the possibility of massive 
financial aid from the west 
Details of the plan's time- 
table for economic reform have 
already been widely circulated. 
However, it now emerges that 
toe plan warns western leaders 
that the “wait and see” policy 


on Soviet reform favoured by 
the US would risk mutual 
c ata s tro phe. 

In an effort to inc rewy pres- 
sure on the west the plan’s 
third section warns of a possi- 
ble collapse of central control 
over nuclear weapons and civil 
nuclear facilities. It also 
stresses toe need for continued 
Soviet cooperation in moderat- 
ing ethnic tensions in toe Mos- 
lem world, including the Soviet 
Union's 60m Moslems. The 
plan urges the need to begin to 
reduce the Soviet Union’s vast 
contribution to world pollu- 
tion. 

It argues that where the 
post-war Marshall Plan of US 


aid to western Europe repre- 
sented 5 per cent of one year's 
US GNP over five years, the 
“Yavlinsky plan" would envis- 
age only 0.6 per cent of one 
year’s GNP from all the OECD 
countries over four years. 

It crucially assumes that 
Soviet progress towards democ- 
racy would continue, on a tight 
timetable. Including: 

• By toe end of this summer, 
the signing of a new Union 
Treaty by those republics who 
wish ft. 

• By the autumn, toe signing 
of an economic agreement cov- 
ering both Union and non- 
union members, with further 
negotiations on trade, currency 


Luxembourg presses for 
firm agreement on Emu 

EK, fW.uU D.nk._ r. 1 — « - 


and property with republics 
who have opted for full inde- 
pendence. 

• By spring 1992, the adoption 
of a new constitution and plu- 
ralistic elections to the union 
Supreme Soviet, together with 
the appointment of a new gov- 
ernment, by next summer. 

By contrast, the govern- 
ment's anti-crisis plan, worked 
out under toe leadership of Mr 
Valentin Pavlov, the prime 
minister, focuses on adminis- 
trative steps towards a con- 
trolled market 

Mr Gorbachev rounded on 
his hardline critics on Friday 

Continued on Page 16 


By David Buchan in Luxembourg 


LEADERS at this week’s EC 
summit will come muter strong 
pressure for "concrete deci- 
sions" on political and mone- 
tary union, toe Luxembourg 
presidency said yesterday. 

Luxembourg's desire to mid 
its presidency with some firm 
agreement poses problems ter 
Mr John Major, the British 
prime minister, who wants 
rime to heal . Conservative 
party divisions over the EC. 

Mr Jacques Poos, the Luxem- 
bourg foreign minster,, insisted 
that “government beads should 
confirm their political wiH to 
consolidate progress with con- 
crete decisions*'. 

However, at a preparatory - 
meeting of foreign ministers 
Cerday, Mr Tristan Garel- 
Jones, a UK foreign office min- 
ister, claimed .that “at least 
four other countries spoke out 
against coming to any firm 
conclusions this week” in the 
political and monetary ration 
negotiations: These started in 
January and are expected to 
end hi December. 


“Barring accidents”, Mr Gar- 
el-Jones said, “I am absolutely 
confidant that at Maastricht in 
December we will have a good 
treaty for the UK and a per- 
sonal triumph for John Major”. 

The December summit of the 
BC will see toe Dutch in the 
chair - they take over the 
presidency from Luxembourg 
next .week. 

Luxembourg has decided 
that Friday's s ummit agenda 
will include discussion of a 
common foreign and defence 
policy, and more powers for 
the European Parliament Pre- 
summit pressure will be fur- 
ther increased by a meeting in 
Luxembourg on Thursday of 
foreign and defence ministers 
of the Western European 
Union, called by its current 
president, France, to under- 
score the defence organisa- 
tion’s links with the EC. 

Even EC union enthusiasts 
such as the Commission and 
Belgium are counselling Lux- 
embourg not to push Mr Major 
too far at fids stage. 


Mrs Anne-Marie Lirin . Bel- 
gium’s EC affairs minister, 
said: “It is dear that the UK 
will be more comfortable if we 
don’t hold a knife to its 
throat” Denmark, Ireland. Por- 
tugal and the Netherlands 
share UK reticence on certain 
aspects of political union. 

Mr Jacques Delors, the Com- 
mission president warned Lux- 
embourg to resist its own 
wishes, and those of countries 
such as Italy, to force social 
policy on to the summit 

a gwnria 

As Is lfi&ely to be highlighted 
again at tomorrow’s Social 
Affairs Council, the UK is the 
sole opponent of much EC 
labour market regulation. Mr 
Delors feels a discussion of 
social policy would be unneces- 
sarily contentious now, given 
Mr Major's domestic political 
difficulties and the fact that 
final treaty decisions may yet 
be some months off. 

Continued on Page 16 
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iweo rate EC civil servants have the ability to. 
trip up hlstory at a crucial moment - ...... — —4 


■ Last Weekfa EC 'directive could 
mark foe dawning of a new railway age ~._~.15 
UK pqMom Dose John Major, the UK prime 
minister, havaleaderishfp qualities? — —14 
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ttanagematfa Business performance can be 

improved -by learning from competitors 12 

Park trader The EC hopes. Japanese Jnterven- 
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■ TODAY: 

Egypt: President Mubarak has 
enhanced his prestige and won 
friends in the west for his role in 
the Gulf war. -What advantages 
can Egypt reap from this? (see 
Section HQ 


US car manufacturers are 
becoming Increasingly 
hard pressed by new 
Japanese luxury cars. 
Some Europeans are 
saying; “If you can’t beat ; 
'em. Join 'em". 

(See Executive Cars 
survey tomorrow) ' 


Executive Cm : soe panel left. 
Bel g i um : Prime minister Martens 
b keen to devolve power to the 
regions, combining a vision of a 
united Europe with internal 
fragmentation. 

■ THURSDAY: 

Yu g o sl avia : To be, or not to be.... 

■ FRIDAY x 

Corporate Finance : The 
memories of biiliavdotiar 
mega-bkte and junk bonds are 
tantalising in their closeness to 
the present, but wholly alien to 
the bleak realities of the 1990s. 



The British Land Company PLC this year celebrates 
the renovation of Plantation House, Fenchurch Street, 
the City’s best-known office address. 

Plantation House first opened as home to the City's 
Rubber and Commodity Exchange. Today it is host to tenants whose 
businesses range from 
insurance and shipping 
to international metal 
broking and worldwide 
finance. 

With a restored 
exterior, modernised 
lifts, a new reception 
area, individually re- 
furbished office suites, 
and new ceilings, wall 
coverings and granite floors in the corridors, Plantation House offers 
the finest multi-tenanted office accommodation in the City of London. 

For details of space availability 
at the new Plantation House, 
please contact Andrew Simpson at 
Dron & Wright or Robert Murphy 
at Hillier Parker. 
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INTERNATIONAL NEWS 


Foreign ministers agree Maastricht meeting will be milestone for union talks 

EC looks to December for hard decisions 


By David Buchan fn Luxembourg 


THE only milestone in the 
European Community's mara- 
thon negotiations on political 
and monetary union that really 
matters is the finish this 
December in Maastricht, EC 
foreign ministers agreed. 

This was the sole unanimous 
conclusion from yesterday's 
meeting of EC foreign minis- 
ters, called to prepare the sum- 
mit of their governments' 
heads here later this week. 

Significantly, both Germany 
and the UK emphasised yester- 
day that the time for decision 
was around the Maastricht 
summit towards the end of the 
Dutch presidency in the second 
half of this year - no later, 
but certainly not much earlier. 
Chancellor Helmut Kohl has 
sought to avoid rushing Prime 
Minister John Major into hard 
decisions. 

But since every presidency 
likes to have its handiwork 
applauded, particularly one 
that is so small and has 
worked so hard since it gavel- 
lied the intergovernmental con- 
ferences on political and mone- 
tary union into life in January, 
Luxembourg suggested its 
partners might care at this 
week '5 summit to endorse 
large ch unks of its 132-page 
draft treaty. 

This should not be hard, 
suggested Luxembourg, 
because all except Britain basi- 
cally accepted the outline 
treaty on such key issues as 
foreign policy and an equal leg- 
islative or co-decision role for 
the European parliament 

Not so Hast intervened Mr 
Uffe Ellemann-Jensen of Den- 
mark and Mr Gerry Collins of 
Ireland, pointing out that their 
countries still had some reser- 
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Foreign minis ters Genscher (Germany), de Michelis (Italy), Pinheiro (Portugal), Collins (Ireland), van den Broek (Netherlands), FernAndez Qrddnez 
(Spain) and CUemann-Jensen (Denman) before yesterday's meeting 


vatdons about increasing pow- 
ers for Strasbourg. Even such a 
proponent of “fast forward" 
Integration as Mr Gianni de 
Michelis, the Italian foreign 
minis ter, who yesterday said 
"British public opinion should 
realise that the principle of co- 
decision must appear in the 
treaty”, acknowledged the 
reluctance of many countries 
to co mmi t themselves so Ear in 
advance of the giant horse- 
trade that will come just before 
Maastricht 

Ministers said there was no 
serious discussion of the use of 
the word “federal" in the draft 
union treaty which will go to 


the summit 

Britain, Denmark and Portu- 
gal reject the word and most 
delegations accept that it is 
unlikely to survive. 

None the less, Mr Major will 
have no reason to come to Lux- 
embourg on Friday with a light 
heart. 

Making clear that he wanted 
to turn this week's summit 
into more than a stocktaking, 
Mr Jacques Poos, the Luxem- 
bourg foreign minister, said 
the 12 leaders would be invited 
to narrow their differences on 
a common, security and. even 
defence policy, the powers of 
the parliament (co-decision), 


and the requests from poorer 
EC states for more money 
(so-called cohesion). These dif- 
ferences centre on: 

• The draft treaty's call Ear 
“an eventual defence policy”, 
which is backed by France and 
some other Latin countries, 
but seriously jars with the UK, 
the Netherlands, Portugal and 
Ireland. 

• Giving the European parlia- 
ment a say equal to that 
enjoyed by the Council on cer- 
tain laws, as proposed in the 
draft treaty. Keenest on this is 
Germany, with Italian and Bel- 
gian support; the UK, Den- 
mark, Ireland and Portugal are 


the most reluctant 
• Luxembourg has written a 
general call for “cohesion" 
high Into its draft treaty, but 
clearly wants to use the sum- 
mit to persuade Spain to delay 
its demands for more money 
until next year. 

Apart from the cohesion 
issue, the UK will be at tire 
centre of the summit debate on 
these topics. Indeed, if Luxem- 
bourg disregards Co mmissio n 
advice and also puts social 
affaire - the issue on which, 
the UK is the most isolated - 
on the s ummit menu, then it 
could he a confrontational 
occasion after alL 


Proposals for the EC to help 
pay for police to move into 
Iraq under United Nations 
auspices will be put to EC 
government leaders when 
'they meet in Luxembourg 
later this week, David 
Buchan reports. 

EC foreign ministers yes- 
terday asked the Commis- 
sion to identify how much 
money was still needed by 
the UN, which had appealed 
for S51.5m (£3 1.4m) to 
replace departing western 
troops who have been pro- 
tecting Kurdish refugees. 


Japanese 

puzzle 

‘G7-men’ 


By Peter Norman, 
Economics Correspondent 


‘Sustained economic 
growth and price 
stability essential’ 


NEWS IN BRIEF 



INTERNATIONAL monetary 
policy makers have been more 
than a little bewildered as to 
why Japan's finance ministry 
pushed so hard to have yester- 
day’s G7 meeting ahead of next 
month's London summit 

The Japanese stock market 
has been weak lately but at 
24^275.08 on Friday, the Nikkei 
average was well above the 
23,000 level at which the Tokyo 
government becomes alarmed 
about falling asset values. 

Moreover, Mr Yasushi 
Mieno, the hard-line governor 
of the Bank of Japan, has 
hardly been pushing for a Jap- 
anese interest rate cut 

On reflection, experienced 
G7 watchers attribute the Japa- 
nese pressure to the political 
ambitions of Mr Ryu taro Hash- 
imoto. the finance minister. 

He sees himself as a succes- 
sor to the prime minister, Mr 
Toshiki Kaifu, and seems to 
believe his appearance at a G7 
finance ministers' meeting 
gives him a chance to upstage 
his chief before he comes to 
London for next month’s eco- 
nomic summit. 


Fallowing la the text at Ihe 
communique Issued at the end of 
the meeting of the Group of 
Seven representatives In London 
yesterday: 


Yesterday's G7 meeting 
marked the end of an era. The 
final appearance at the G7 of 
Mr Karl Otto Pohl, the outgo- 
ing Bundesbank president, 
meant the meeting was the last 
to be attended by one of the 
founding fathers of the group. 

As a Bonn finance ministry 
official. Mr Pdhl played a key 
role in setting up the so-called 
“Library Group” in the early 
1970s to discuss the problems 
faced by the leading Industrial 
economies at the time of the 
first oil crisis. This group, 
which got its name after meet- 
ing for the first lime in the 
library of the White House in 
May 1973, evolved into the G5 
gatherings of finance ministers 
and central bankers from the 
US, Japan, Germany, Britain 
and France. In the late 1980s. 
Italy and Canada joined to 
form the G7. 

The big difference between 


THE finance ministers and central 
bank governors of Canada, 
France. Germany. Italy, Japan, 
the USA and the UK met for an 
exchange of views on current 
international economic and finan- 
cial issues. 

The ministers and governors 
reviewed the global economic sit- 
uation and prospects. Including 
developments in their economies 
since their meeting in April. They 
noted with satisfaction the 
increasing signs for global eco- 
nomic recovery. They agreed that 
sustained global economic growth 
with price stability Is essential to 
address the historic challenges 
and opportunities which are fac- 
ing the world economy. They fur- 
ther agreed that pursuing such a 
strategy in a medium term con- 
text was the best way of meeting 
these challenges and accordingly 
they reaffirmed their support 
for economic policy co- 
ordination. 

The ministers and governors 
emphasised the importance of fis- 
cal and monetary policies which 
provide the basis for lower real 
Interest rates and a sustained 
global economic recovery with 
price stability. The recognised 
that the approach taken would 
need to reflect the differing situa- 
tions In each country. They noted 
Uie signs of prospective economic 
recovery and lower inflation in 
those countries which are In 
recession: some other countries 
are experiencing slower growth 
while in others, particularly Ger- 
many and Japan, economic activ- 
ity is continuing to make a posi- 
tive contribution. The ministers 
and governors also welcomed the 
reductions in interest rates that 
have taken place In a number of 
their countries and elsewhere. 
They believed that monetary pol- 
icy should provide the conditions 
for sustainable growth with price 
stability in line with the 
differing circumstances of each 
country. 

The ministers and governors 
stressed the Importance ot poli- 
cies aimed at increasing savings. 
The ministers and governors 


noted the Important budgetary 
measures taken In some of their 
countries to reduce significantly 
high budget deficits and Improve 
the conditions for lower Interest 
rates. Continued progress in 
reducing budget deficits Is essen- 
tial to strengthen national 
savings. These efforts should be 
complemented by measures to 
reduce impediments to private 
saving, particularly where saving 
rates are low. 

The ministers and governors 
also reviewed recent develop- 
ments In international financial 
markets and reaffirmed their com- 
mitment to co-operate closely, 
taking account of the need for 
orderly markets, if necessary 
through appropriately concerted 
action in exchange markets. 

The ministers and governors 
noted that sustained expansion In 
global trade Is an Important 
engine of growth. Including tor 
countries throughout the world 
that are restructuring their econo- 
mies. In this regard, they 
accorded the highest priority to a 
swift and successful conclusion to 
the Uruguay Round. In light of the 
particularly difficult circumstances 
facing eastern European coun- 
tries and the Soviet Union, con- 
sideration should be given to 
measures which would enhance 
the trade prospects of these coun- 
tries. 

The ministers and governors 
welcomed the reform efforts 
under way In the eastern Euro- 
pean countries. They noted the 
economic situation In the Soviet 
Union and the need lor sustained 
economic reform. Success of 
these countries In their process of 
transition and fundamental reform 
Is in the Interest both of these 
countries and global economic 
growth. 

The ministers and governors 
also underscored that the adap- 
tion of measures In their coun- 
tries to promote economic effi- 
ciency could provide an Important 
spur to global economic recovery 
and price stability. Such mea- 
sures could also send a strong 
and positive signal to reforming 
countries. Implementing their own 
reforms. They agreed on ihe need 
to review regulations and struc- 
tural policies with a view to 
improving the functioning of their 
economies. 


: * i- 


Kurds say deal is 
reached with Iraq 




Sununu: sorry 



KURDISH leader Massoud Barzani said yesterday his people had 
given him a mandate to sign a peace agreement with President 
Saddam Hussein which pledged free, multiparty elections in Iraq 
within a year. Beater reports from Saxdaw, Iraq. 

Breaking off from several days of consultation with tribal. 


community and political leaders from all over Kurdistan, Mr 
Rnrvani told foreign journalists the agreement also promised the 


Summit says 
he regrets 
‘mistakes’ 


Harani told foreign journalists the agreement also promised the 
Kurds elections of their own within three months. 

Mr Barzani leads the Kurdish Democratic Party, the largest 
rebel group In a post-Gulf War rising which Mr Saddam’s army 
crushed in March. 

Mr Barzani said, be would retain to Baghdad after talks with 
Mr Jalal Talabani, leader of the Patriotic Union of Kurdistan, who 
he said was not likely to veto the agreement 

Meanwhile, a US military spokesman said the western, allies 
had withdrawn all but 5,100 troops from Kurdish refugee havens 
in northern Iraq. 


Vietnam leader to resign 


By Nancy Dunne 
in Washington 


MR JOHN SUNUNU, the White 
House Chief of Staff, whose 
use of official transport for 
private engagements and other 
unorthodox travel arrange- 
ments have become an embarr- 
assment to President George 
Bush, has issued a statement 
of regret for “mistakes” giving 
the "appearance of Impropri- 
ety". 

Mr Summu has promised to 
abide by a new set of travel 
rules. These require him to 
arrange his political trips 
through the White House 
Office of Administration, 
which must then get approval 
from the White House counsel. 

Mr Summu acknowledged at 
the weekend: “Obviously some 
mistakes were made. Cer- 
tainly, I regret that my own 
mistakes contributed to this 
controversy.” 

In the latest Incident, Mr 
Sununu turned to soliciting 
rides on corporate planes In 
his apparent determination to 
avoid travel on commercial 
aircraft like other gov e rnment 
officials. This practice is 
fraught with peril because of 
its possible conflict-of-interest 
implications. 


Communist party chief Nguyen Van Linh, leader of Vietnam’s 
five-year-old reform programme, is expected to resign today at a 
national party congress, according to reports quoting sources in 
Hanoi, AP reports from Bangkok. 

Linh, who turns 76 on July 1, has been reported sick in recent 
years, but his previous requests for retirement were tamed down. 

He became party general secretary at the sixth party congress 
in December 1986, a watershed event that sanctioned western- 
style economic reforms. His replacement is expected to be Do 
Mum, 74, as prime minister since 1988. 


El Salvador talks stalled 


Talks to forge a ceasefire in El Salvador's 11-year civil war ended 
without agreement late at the weekend in Queretaro, Mexico, but 
UN mediator Alvaro de Soto said progress had been made toward 
peace, Reuter reports. 

Almost a week of talks produced "no accord in the formal 
sense, but yes they have been very useful in helping along the 
peace process", Mr De Soto told reporters. 


Kohl warns of ‘old demons’ 


Chancellor Helmut Kohl, in a rare reference to rising right-wing 
violence in eastern Germany, warned Germans on Sunday to be 
wary of “the old demons," AP reports from Berlin. 

In a speech to Roman Catholic Church leaders, Mr Kohl 
expressed outrage over the "shameless appearance” of neo-Nazis 
in the troubled eastern side of the country. 


Threat to Kuwaiti concerns 


A Moslem fundamentalist group threatened yesterday to launch 
terrorist attacks on Kuwaiti interests around the world if the 
emirate carried out executions of Jordanians for alleged collabo- 
ration with Iraqis, AP reports from Amman. 

The Islamic Liberation Front, established three years ago in the 
Israeli-held West Bank, made a personal threat against the emir 
of Kuwait, Sheik Jaber al-Ahmed al-Sahah. 
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to root out 


By Robert Thomson kr’T okyo 


THE EC hopes that ah 
assurance from Mr Toshiki 
Kaifu, Japan’s prime minister, 
will end a pork -purchasing 
fraud that is blamed for a 
slump in European exports and 
is alleged to involve Japanese 
gangsters, Taiwanese pig farm- 
ers, and a collection of small 
trading houses. 

Mr Kaifu agreed at a meeting 
last week with Mr Paul Schlu- 
ter, the Danish prime minister, 
that something must be done 
about the problem of Taiwan- 
ese pork, and European diplo- 
mats have already been given 
a list of Japanese companies 
investigated for alleged invoice 
falsification *hnt. allow ed them 
to import pork at unfairly low 
prices. 

But doubts remain about 
Tokyo's ability to stop the 
fraud, as many pork import 
companies are run by a Japa- 
nese underclass known as the 
burakumin, who were the tra- 
ditional slaughterers of live- 
stock in Japan and who remain 

both riiafT iimTi wtorf wggirrai and 

feared. 

The EC delivered a formal 
note to the Japanese govern- 
ment in April raking authori- 
ties to "suppress fraudulent 
imports of pork”. However, 
Japanese officials would not 
admit there was a problem, 
and it was not until the meet- 
ing with Mr Kaifu that a dear 
sign was given of planned 
action against illegal imports. 

Denmark and Taiwan have 
accounted for more than 60 per 
cent of Japan's anmmi pork 
imparts since 1984, with Den- 
mark generally taking the 
larger share of the estimated 
ILSbn (2910m) market Ihe EC 
suspects a problem has printed 
since 1964, when a small Japa- 
nese trading house was prose- 
cuted for alleged evasion of 
duties and taxes on imports of 
Taiwanese peak, but the situa- 
tion has become more serious 
in recent months 

Last year, imports of Danish 
pork cuts fell 22 per cent, while 
those from Taiwan rose 24 pear 
cent and accounted for about 
half of the total imports of 
329,800 tonnes. - 

EC and Japanese officials 
agree that it is difficult to 
reckon the impact of false invo- 
icing on Taiwanese exports, 
which would probably be 
strong regardless of fraud. But 
there is now little official 
doubt that a complex system of 
^fraud- does exist, and that it 
has Its centre in the central 
Japanese port of Nagoya. 

Under a tariff system estab- 
lished to protect Japanese pig 
farmers in a supposedly liberal- 


Mexican trade deficit 
deteriorates sharply 


By Damian Fraaer In Mexico City 


MEXICO'S trade deficit 
widened sharply in the first 
four months of this year to 
$1.85bn (El. 12b n). Excluding 
revenues from the maquila- 
doras in-bond processing 
plants, the deficit stood at 
J2.43bn. 

The latest, figures represent 
a sharp deterioration over 
those reported last month; in 
the first quarter the trade defi- 


the first quarter the trade defi- 
cit stood at 3639m, and the 


non-maquiladora deficit at 
$L6bn. 

This in turn was an increase 
on the non-maquiladora deficit 
for the laat quarter of 1990, 
which reached 3904m. 

Nevertheless, thanks to sub- 
stantial inflows of foreign and 
repatriated capital, the widen- 
ing trade deficit will not 
put any pressure on the 
exchange rate in the near 
future. 

Indeed, the Bank of Mexico 
has recently stepped up its 
"sterilisation” of capital 
inflows, and has allowed Men- 


Spanish socialists find bulls in their china shop 


that the “Library Group" and Political controversy has flared up over the activities of a consulting company, writes Peter Bruce 

the G5 met in secret and never 


cans to open bank accounts in 
dollars, in order to slow domes- 
tic money-supply growth that 
has been boosted by inward 
Investment 

The trade deficit has wid- 
ened so sharply because of a 
substantial increase in 
imports, rather than a fall In 
exports. In tha first four 
months of the year imports 
grew by 43.7 per cent compared 
to the same period last year, 
while exports increased by 13 
per cent 

The import bill in turn is 
accounted for mainly by inter- 
mediate and capital goods (86 
per cent of tha total), whose 
imports have increased from 
$&72bn in the first mrihths of 
1990 to SlO^ibn hi the same 
period this year. Imports of 
consumer goods have : risen 
more slowly, fresh JLMton to 
$L68bn. 

The Ministry of Budget and 
Planning reported that oil 
exports Increased by 3.1 per 
cent over the' fi mt four months 
of last year; notKdl-'axports 
grew by 14 A per Mart;.. and 
manufacturing exports, ,which 
form the bulk of non-oil 
exports, expanded by 20.2 per 
cent 
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ised market, a standard import 
price per kilogram is set by the 
Japanese government, and 
imports prfori below that level 
have a "differential dutyf lev- 
ied on them that basically 
evens up the prices. 

If, for pypropie, the standard 
price is Y660. a 5 par cent duty 
will apply if a shipment is only 

marginally below thatleveL SO 

the ideal price cm an invoice 
would be Y62&57, which, pins 
the 5 per cent, comes oat at a 
nice, even Y660 per kg. 

The EC presumes, and Japa- 
nese officials now concede, 
that invoices lodged in Nagoya 
haye routinely been marked at 
5 per cent below the standard 
price, but that the actual cost 
of the Taiwanese pork has 
be en as much as 35 per cent 
below that reported. 

There is no suggestion that 
all traders are playing the 
game, but those who are 
indulging take a cut them- 
selves, while Japanese distribu- 
tors buying the low-priced pork 
will have an obvious competi- 
tive advantage. 

EC officials have identified 
some of Japan’s smaller, some- 
times short-lived pork trading 
companies as the core of the 
problem, which is linked to 
Japanese ambivalence about 
the burakumin, who are active 
in park trading, but whom Jap- 
anese officials are often reluc- 
tant to prosecute. 

The Japanese press has 
reported that gangster-affili- 
ated groups have been passing 
themselves off as burakumin 
in an attempt to avoid official 
scrutiny and to capitalise on 
the easy profits to be made 
through document falsifica- 
tion. 

In the EC’s diplomatic note 
last April, specific mention was 
nmde of the Nagoya connec- 
tion: "As the problem appears 
concentrated around the part 
of Nagoya, it would seem mod 
appropriate if staff levels of 
competent customs and police 
officials were raised to levels 
adequate to this task and to 
deal with the problem with a 
sufficient priority." 

It remains unclear exactly 
what action will follow Mr Hai- 
fa's' assurance, but Japan’s 
Agriculture Ministry insists 
that tiie EC is exaggerating the 
impact of the fraudulent 
imports. The ministry points to 
other, legitimate reasons for 
the increase in Taiwanese 
sales, including the island's 
proximity to Japan and its 
strength in chilled pork, 
increasingly popular in a mar- 
ket previously dominated by . 
frozen cuts. 
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issued communiques. 

Veterans of that period have 
always claimed that the old- 
style meetings were far more 
effective than those of today, 
where hours that could be 
spent profitably in exchanging 
ideas are often spent crafting 
anodyne closing statements. 


The present generation of G7 
ministers and central bankers 
recognise that there is no turn- 
ing back the clock to the days 
of secret meetings. Even so, 
there was surprise among 
some of the visiting delega- 
tions at an unusual slip-up of 
protocol by the British hosts. 

The date and venue of the 
meeting were announced to the 
world's press last Wednesday 
before the formal invitations 
had been sent to the participat- 
ing ministers, officials and cen- 
tral bankers, indicating the G7 
has slipped from being an 
exclusive dub to just another 
media circus. 


P ERHAPS Spain really is a land 
of opportunity. In just a few 
years. Filesa - a tiny, 
unknown consulting company in Bar- 
celona - appeared to have become 
one of the giants of European consul- 
tancy, commanding million-doll ar fees 
from the captains of Spanish industry 
in return for its expertise on every- 
thing from leasing containers to 
establishing companies in Britain and 
France. 

According to invoices published In 
most Spanish newspapers, it even per- 
suaded the big international group 
Asea Brown Boveri (ABB) to part 
with PtaslI2m (£615,300) in return for 
expert advice on buying two compa- 
nies in the Basque country. ABB also 
paid for a report on circuit breakers, a 
group speciality. 

Banco Central paid Filesa PtasZMm 
for studies on bank mergers. Banco 
Bilbao Vizcaya, Spain's biggest bank, 
paid Ptas84m for reports on industry 
in the Community and container leas- 
ing. and Cepsa, Banco Central's oil 
refining affiliate, paid some Ptas244m 
for reports on petrochemicals and 
refining markets. 

But the fairy tale goes rotten, Filesa 


is controlled by two people dose to 
Spain’s ruling Socialist party. With its 
“consultancy” income, Filesa and an 
associate, Time Export, paid out more 
than Ptas300m for election publicity 
and rent on Socialist election head- 
quarters In Madrid between 1987 and 
1990. 

But of all the industrial companies 
named in Filesa’s Invoices as consult- 
ing clients, only in one case, Catalana 
de Gas in Barcelona, is it known for 
certain what most Spaniards suspect 
to be true - that the "reports" never 
existed- Speculation is that the dlent 
companies may have been making 
political donations (the legal limit is 
PtaslOm) in the hope of winning 
favours later on. 

Although the number of elections 
- nationwide, municipal, 17 regional, 
one European and one general - that 
parties in federal Spain have to fund 
every four years always raises doubts 
about the cleanliness of party political 
financing, the sheer weight of pub- 
lished evidence in this subsequent 
scandal has deeply embarrassed 
Prime Minister Felipe Gonzalez and 
the Industrial companies involved. 

None of them will talk about the 


reports, let alone show them in pub- 
lic. "We order dozens of reports a 
year,” says Banco Central, “and we 
are not going to be pressured into 
proving our Innocence.” Others say 
the reports are secret, too heavy, or 
lost BBV insists It has its reports. 
ABB, three weeks after the affair 
broke, says it is still conducting an 
internal investigation. 

One Filesa client told the FT the 
scandal had put his company In a 
very difficult situation. Officially, it 
has said the reports exist but the com- 
pany asked for three days in which it 
would "c onsider chang in g this posi- 
tion”. It decided not to. Spanish news- 
papers have accused the companies 
involved of buying time in order to 
fabricate the reports. 


T he muted response from the 
most powerful banks and cor- 
porations in the country is 
understandable. If it is proved the 
reports were never written, the busi- 
ness leaders involved fear public 
humiliation and the wrath of the 
Socialist party. Spain's deeply regu- 
lated economy requires official 
approval for most corporate activity. 


But while the already shaky reputa- 
tion of Spanish business practices is 
being worsened by the scandal, most 
criticism is being directed at the 
Socialists. 

Mr Javier Pradera, chief leader 
writer on El Pais, which broadly sup- 
ports Mr Gonzalez wrote recently: 
"The ghostly companies [Filesa and 
Time Export] have crashed through 
the law like bulls in a rfifria shop. The 
imperturbability of the party execu- 
tive, which denies any wrongdoing 
and has created an internal investi- 
gation, Is to faD back cm the loath- 
some belief that to resist Is to win. 
The capacity of some Socialists to 
deny the evidence or insist donkeys 
can fly Is an attempt to tire critics 
and bore the public into forgetting the 
issue." 

Last week the party's internal 
investigation declared it Innocent It 
denied having anything to do with the 
PtaslSm Filesa paid a publicity com- 
pany, Mabnsa, for a Socialist election 
video in 1988, saying the party had 
paid Mabnsa Ptas25m for another 
video. It also produced an invoice 
showing rent on its election head- 
quarters had been correctly paid, and 


said a widely published invoice show- 
ing the rent had been paid by Filesa 
hurl been doctored. 

But the Socialists also accepted the 
resignation of Mr Carlos Navarro as 
treasurer of the parilamehtaty party 
and suspended the party treasurer 
until a judicial investigation has been 
completed, Mr Navarro was a. share- 
holder in the consulting companies 
until 1987. They are now owned by an" 
unde of his and by the brother of a 
senior member of the Socialist party 
executive committee. 

They claim many of the invoices 
published are inventions and it Is 
likely that the party will also go onto 
the offensive in the coming days in an 
attempt to blunt political attacks from 
the press and the opposition. 

But the affair leaves some -of 
Spain's most illustrious businessmen 
exposed and, at best, looking foolish: 
Mr Pedro J Ramirez, editor of El 
Mtmdo, the newspaper. that broke the. 
scandal, wrote last week that the 
silence of FBesa's "clients" did not 
surprise him. "They are bankers, not 
heroes," he wrote. That is not the way 
leaders of Spain’s thrusting new econ- 
omy like to see themselves. 
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eye on elections 

By John Murray Brown in Ankara 


TURKEYS Motherland party 
(Amp) yesterday announced a 
new government with . Mr 

replat^^^men^^^^ 
former cabinet in a bid to revi- 
talise the party’s, image ahead 
of general elections. , 

Mr Yilmaz, who formally 
takes, owm' as prime “minister 
today, promised new powers 

for both the economics mid for- 
eign ministries, prompting 
speculation he may tiy to steer 
a more independent line of 
President Turgot QeaL 
The '80-stTOng -cabinet 
includes few other surprises. 
Mr Mehmet Keciciler, who 
heads the party's Mamie wing 
and has done much to 
strengthen Ana p’s constitu- 
ency organisation since the 
last elections in 1987, has loaf 
his position. .• 

Another hey conservative, 
Mr Ekrem PakdemfrU, becomes 

eOQTWmiCfr min later, tatrlng - OQ~ 

the portfolios of both Mr Guiies 
Taner, the outgoing Treasury 


minister, and Mr lain Celebi, 
-former head of the state plan: 
Oing organisation. Mr Adnan 
Kahveci stays on- at finance 
and customs. the only key eco- 
nomics minister from the old 
cabinet. Mr Safa Giray, who 
resigned as defence minister in 
October, takes over foreign 


At party headquarters yes- 
te relay, Mr Yllmaz said the 
ministerial commissions on 
European Community affairs, 
which are currently handled 
separately, will be incorpo- 
rated in the foreign minister’s 
brief. 

Mr YQmaz keeps faith with 
four ministers who openly sup- 
ported Mr YHdirm Akbnlut, 
the former prime minister, in 
this month’s leadership race - 
underlining the need to reunite 
ahead of elections which must 
be held before November next 
year. Among them is Ms lmren 
Aykuf the only woman in the 
-cabinet, who will be the gov- 
ernment’s new spokeswoman. 


Kim Dae- Jung ‘set to 
quit oyer poll results’ 


MR KIM Dae- Jung, bead of 
South Korea’s opposition 
party, has said be is ready to 
resign to take responsibility for 
the recent election defeat, 
aides said yesterday, AP 
reports from SeouL : 

Mr Kim, president of the 
New Democratic Party, may 
announce his resignation at a 
party caucus today, the aides 
added. It was expected the res- 
ignation would be accepted. 

His resignation is expected 
to rekindle efforts to merge 
divided opposition forces into a 
larger anti-government group. 
Mr Kim, whose support base is 
regional, has long been consid- 
ered an obstacle to uniting the 
opposition forces. - 

The opposition leader' was 
admitted to a hospital for a 
check-up on Friday, one day 
after the nationwide local elec- 
tions, hi which his party suf- 
fered a' humiliating setback. 

Aides said Mr Kira, 66, would 


remain an ordinary party 
member after the resignation. 
They also indicated be could 
return to power if a party con- 
vention, to be called soon, 
rejected his resignation. 

His party suffered a major 
defeat m Thursday’s local elec- 
tions, which were seen as a 
test of popular support for 
President Boh Tae-woo, who 
has governed since 1988. 

The poll was also semi as an 
indication of the direction vot- 
ers may take in a series of elec- 
tions over the next 18 months, 
including parliamentary and 
presidential elections, in which 
President Rob cannot succeed 

brniKwlf- 

His governing Democratic 
Liberal Party swept 66 per cent 
of . the 866 seats up for election 
on local coimols ia six large 
cities, including Seoul, and 
nine provinces, m Seoul, gov- 
ernment candidates took HO of 
the 132 seats voted am . 



EMOTIONAL RETURN: Archbishop Trevor Huddleston (left), on a visit to South Africa for the first 
time since he left 35 years ago, greets ANC leaders Nelson Mandela (centre) «nd Alfred Nzo (right). 


Military chiefs under fire in Israel 
over secret agents shown on TV 


By Hugh Camegy In Jerusalem 


ISRAEL’S military chiefs were 
criticised by senior politicians 
and former generals yesterday 
for riinffincing details in a TV 
programme of undercover 
army units operating against 
the Palestinian uprising in the 
occupied territories. - 
The eytetona* of SUCh units 
was widely known, but a bar- 
rage of hostile reaction came 
over the army's decision to 
drop the veil of secrecy cover- 
ing their operations, in a TV 
sequence that included ffbn of 


an armed agent disguised as an 
Arab woman arresting a sus- 
pect in a street 
Lt-Gen Ehud Barak, chief of 
staff, is expected to be ques- 
tioned on the subject by the 
Knesset’s foreign affairs and 
defence committee. Mr 
Yehoshua Saguy. an MP and 
former military intelligence 
chief, said! “ft’s a scandal” 

The programme was cited by 
Mr Reb&vam Ze'evi, minister 
without portfolio, as the latest 
example of laxity In fhw army's 


fight against the intifada. 

He said he was recommend- 
ing his right-wing Moledet 
party withdraw from the coali- 
tion because the government 
was not tough enough against 
the 42-month-old uprising. The 
departure of Moledet would not 
on its own threaten Mr Sha- 
mir’s government 

Army spokesmen said the 
TV programme served to show 
Palestinian activists that they 
were never safe from army 
action. 


Row over political price of immigration 


By Hugh Camegy 

THE prospect that the Bush 
administration wfll demand a 
political priee for extra eco- 
nomic aid for Soviet Jewish 
Immigration sparked contro- 
versy at the weekend, when 
Israel’s ambassador to Wash- 
ington said pabttdy the gov- 
ernment had to choose 
between Jewish settlements in 
the occupied te rritori es or aid. 

Mr Yitzhak Shamir. Israel's 
prime minister, was reported 
to have reprimanded the 
envoy, Mr Xntman £hoval, fbr 


Wt comments in a radio inter- 
view. 

The government, which has 
so for flatly refused appeals 
from Washington to halt set- 
tlements in the West Bank and 
Gaza Strip, decided at a cabi- 
net meeting to resist any fink- 
age between , political issues 
and aid to help Israel absorb 
hundreds of thousands of 
Soviet Jews flooding into the 
country. 

But the remarks by Mr 
Shovel, formerly an MP for Mr 


Shamir 's Likud party touched 
a nerve. Mr Ehud Ohnert, the 
health minister, of Health, 
said: “He expressed his fear, 
and I certainly share his fear, 
that the Am mi cans will pot it 
Oris way.” Israel is seeking US 
state loan guarantees for up to 
$10bn (£6bn) to help fund 
Immigration. 

Mr Shoval left no doubt he 
believed the Bush administra- 
tion would tie the request to 
the Issue of the occupied terri- 
tories. 


Cambodian 
factions 
agree fresh 
ceasefire 

CAMBODIA’S warring factions 
have agreed an Indefinite 
ceasefire, but remain split on 
who will negotiate a peace set- 
tlement, resistance leader 
Prince Norodom Sihanouk said 
yesterday, AP reports from 
Bangkok. 

The agreement came at two 
days of discussions leading up 
to formal peace talks today at 
Pattaya, near Bangkok, Prince 
Sihanouk said after informing 
Premier Anand Panyarachnn 
of Thailand. 

“We accept a continuous 
ceasefire, a ceasefire without 
time or limit,” Prince Siha- 
nouk said. “We can say that 
there is no more war in Cam- 
bodia, at least on paper, (and) 
I hope, on the ground." 

The factions had agreed a 
truce starting on May 1, but 
both sides accused the other of 
serious violations. The largest 
guerrilla group, the commu- 
nist Khmer Rouge, declared 
that truce over, after peace 
taibc collapsed in Jakarta, ear- 
lier this month. 

A UN role in monitoring the 
ceasefire will be discussed at 
the Pattaya talks among the 
members of the Supreme 
National Connell, the prince 
said. The council comprises six 
officials of the Hun Sen gov- 
ernment, and two from each of 
the guerrilla groups: the forces 
of Prince Sihanouk, the Khmer 
Rouge, and the Khmer Peo- 
ple's National Liberation 
Front 

The council is supposed to 
negotiate a UN Security Coun- 
cil peace plan drafted late last 
year but instead, has been 
mired in bickering and proce- 
dural issues. 

Prince Sihanouk said Mr 
Hun Sen also wanted to dis- 
cuss the need for all factions 
to declare an end to outside 
military aid. The Soviet Union 
arms the Hun Sen government 
while the Chinese arm the 
Khmer Rouge. The problem of 
the leadership of the Supreme 
Notional Council remained, he 
added. 

After meeting Prince Siha- 
nouk earlier yesterday, Mr 
Hun Sen said they had readied 
“substantial agreements” that 
could Pattaya a success. 
Prince Sihanouk’s new propos- 
als had been accepted “almost 
completely,” Mr Hun Sen said 
without elaborating. 



Sacrifices will be 
needed, India’s 
new PM warns 

By David Housego in New Delhi 

MR P.V. Narasimha Rao, 

India's new Prime Minister, 
has warned his countrymen 
that they will have to "tighten 
their belts" and that sacrifices 
will be needed, to overcome the 
economic crisis. 

In a TV address to the 
nation, Mr Rao said his govern- 
ment would introduce a budget 
within a month. The Interna- 
tional Monetary Fund has told 
India that a new budget, reduc- 
ing the fiscal deficit to 6.5 per 
cent of Gross Domestic Product 
from almost 9 per cent last 
year, is a prerequisite to any 
further IMF borrowing. 

Mr Rao extended a welcome 
to foreign investment, saying 
"obstacles that come In the 
way of attracting foreign 
Investment on a sizeable scale 
will be removed". His speech, 
with the strong priority it gave 
to tackling economic problems, 
came as he continued to wres- 
tle with allocating portfolios 
among 58 ministers named on 
Friday. 

Mr Rao had been expected to 
announce the allocations by 
Saturday. But among the prob- 
lems he met were protests 
from Tamil Nadu and Mahar- 
ashtra - two states in which 
Congress did particularly well 
in the general election • that 
they had been inadequately 
represented in the Cabinet. 

Senior officials of the Con- 
gress party said Mr Rao's 
refusal to give Bombay strong- 
man Mr Shared Pawar the 
home ministry was causing the 
bold-up in allocating portfolios 
in the minority government. 

Bombay is the capital of 
Maharashtra. 

Mr Rao is believed to have 
offered tbe defence ministry 

Hunt for ‘Tiger’ bomb expert 


Rao: budget within month 

post to Mr Pawar, who paved 
the way to forming tbe govern- 
ment by withdrawing from a 
contest for prime minister, the 
officials said. Mr Pawar was 
now insisting on the home 
ministry, they added. 

There was widespread indig- 
nation among Congress sup- 
porters that Mr Rao had 
yielded to pressure from back- 
room associates of Mr Rajiv 
Gandhi to give them a promi- 
nent role in the new govern- 
ment. 

The new government's first 
action in postponing elections 
in Punjab, due to have been 
held on Saturday, also came 
under fire. General O.P. Malho- 
tra. governor of the Punjab, 
resigned in protest that he had 
not been consulted. 

Postponing the elections at 
the last moment was demoral- 
ising to the people of the Pun- 
jab and would provide a boost 
to the Sikh separatist move- 
ments which had urged a boy- 
cott of the poll he declared. 


SRI LANKA'S CTD is searching 
Colombo for a- Tamil Tiger 
(LTTE) bomb expert named 
“Nee Ian", identified as tbe man 
who planned the attack on the 
Joint Operations Command 
(JOC) headquarters in Col- 
ombo on Friday, Mervyn de 
Silva reports from Colombo. 

It has been established that a 
Tiger suicide squad slipped 
into the city last week. The 


young man who drove into the 
JOC building is said to be a 
member of this team. A similar 
team is suspected of having 
assassinated Mr Rajiv Gandhi 
in Tamil Nadu, south India. 

The Colombo death toll is 
put at 4050, including military 
personnel and civilians. The 
JOC, the army’s nerve centre, 
has been moved to a secret 
camp with tighter security. 
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KNOWLEDGE. 


Alenia. Where aircraft, satellites, systems for defense, air and sea traffic 
control and environmental protection come to life. Designed and 
produced for the world by Italy* leading firm in aeronautics, electronics 
and space technology. Each day Alenia rises to the challenge of 
discovering new ways to advance man* progress, by helping him travel 
further, protect himself better and protect the environmental resour- 
ces. With Alenia, tomorrow* 
knowledge is already at work. 
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Ecological costs of restructuring worry conference 


East Europeans urged 
to protect environment 


By Arlane Genfllard in Drobis, Czechoslovakia 


ENVIRONMENT ministers 
from 30 European and North 
American countries have utged 
eastern European governments 
not to proceed with economic 
restructuring programmes at 
the expense of the environ- 
ment. 

Meeting for the first time in 
eastern Europe at the week- 
end, participants in the one- 
year-old Conference for Envi- 
ronment in Europe also empha- 
sised the need to create a pan- 
European co-ordination system 
to disseminate environmental 
infor mation and co-operate on 
cross-border programmes. 

The conference was called 
against a background of acute 
ecological problems in eastern 
Europe caused largely by obso- 
lete technology and an almost 
total lack of ecological concern 
in the former communist 
planned economies. 

The Chernobyl nuclear acci- 
dent revealed the way in which 
pollution could spread 
throughout the continent. 
Heavily polluting coal-fired 


energy and chemical plants 
have had a similar impact, par- 
ticularly on Scandinavia. 

All members supported the 
prompt establishment of the 
European Environmental 
Agency and the integration of 
non-EC countries into it. They 
also welcomed the initiative 
for a European energy charter. 
But while donor countries sup- 
ported pan-European co-ordina- 
tion to avoid duplication at the 
level of bilateral agreements, 
east European countries 
expressed concern that press- 
ing regional issues could be 
overshadowed, 

"There seems to be a contra- 
diction between the long-term 
goals and the short-term needs. 
Hungary feels we should con- 
centrate more on the 
short-term problems which are 
threatening our tomorrow and 
on what we need to face these 
problems.” said Mr Sandor 
Keresztes, Hungarian minister 
for the environment 
World Bank experts empha- 
sised the need to incorporate 


environmental issues into eco- 
nomic restructuring rather 
than the other way around. 
They highlighted the impor- 
tance of local legislation, such 
as energy pricing policies, to 
foster environmentally benefi- 
cial investments. 

Many members expressed 
concern about the need to pre- 
vent dumping of toxic waste in 
the countries with growing 
market economies and about 
the abilities of local enforce- 
ment agencies. 

However, little attention was 
devoted to the difficulties of 
the “polluter-pays” approach in 
countries where enormous 
social and political costs are 
attached to environmental 

imp rovements . 

In spite of the presence at 
the conference of big financial 
institutions and senior govern- 
ment representatives, the basic 
question of whether public or 
private sectors should finance 
the staggering environmental 
bill in eastern Europe was left 
unanswered. 


EC warns Croatia and 
Slovenia against secession 


By David Buchan in Luxembourg 


THE EC issued a warning 
yesterday that Slovenia and 
Croatia could not expect early 
diplomatic recognition from 
Brussels if they carried out 
threats to secede from the 
Yugoslav federation this 
month. 

Mr Jacques Poos, Luxem- 
bourg foreign minister, said 
after chairing a discussion 
among EC foreign ministers 
that there would be no 
high-level political contacts 
with any seceding Yugoslav 
republic. 

The EC would only recognise 
the Independence of Slovenia 
and Croatia “if such indepen- 
dence were the result of negoti- 
ations and of an internal agree- 
ment accepted by all” in 
Yugoslavia. 

In last week's Conference on 
Security and Co-operation in 
Europe, the EC joined the US, 
Austria and Hungary in step- 


ping up diplomatic pressure on 
Yugoslavs to stay together. Bat 
Mr Poos’ remarks were the 
most explicit warning yet of 
the likely EC reaction to seces- 
sion. 

Croatia and Slovenia, the 
two richest and most western- 
ised of the six Yugoslav repub- 
lics. reaffirmed at the weekend 
that they would declare inde- 
pendence soon. 

Slovenia said it would do so 
on Wednesday and Croatia 
before June 30. 

The EC also restated its will- 
ingness to provide financial 
support to help restructure the 
Yugoslav economy. 

• Yugoslavia’s balance of pay- 
ments is deteriorating and for- 
eign currency reserves are Call- 
ing because of lack of 
confidence in its economy, a 
senior banker said yesterday. 
Renter reports from Belgrade. 

Mr Branko Dragas, vice-gov- 


ernor of the National Bank, 
said foreign currency reserves 
had fallen by SS^bn (£3J7bn) 
since last October - indicating 
they now stood at less than 
S5bn. 

Yugoslavia needs hard cur- 
rency to support the dinar and 
service its. debt of more than 
$16bn, bat priUHml crisis has 
damaged confidence in the 
economy. 

“This year Yugoslavs have 
taiceo more than £L5bn from 
their foreign currency savings 
deposits, keeping this and $3bn 
taken from hanks last year in 
their homes or in hanks abroad 
because of lack of confidence 
in the country's amnomta and 
political system,” Mr Dragas 
said. 

He said Yugoslavia had 
repaid about {8m of its debt in 
the last 30 months, mare than 
it had received in foreign aid in 
that period. 


France ‘must be Germany’s equal’ 


FRANCE must be Germany’s 
economic equal in the Euro- 
pean Community if political 
onion Is to succeed, French 
Prime Minister Edith Cresson 
has told the Goman newspa- 
per Die Welt, Reuter reports 
from Bonn. 

The EC should not admit 
new members until It was 
united, she also said in an 
Interview to be published 
today. 

Unity plans would not work, 
without an economic balance 
between France and Germany. 


“After alL these two coun- 
tries are the pillars of unifica- 
tion,” she declared, adding 
that there would be “political 
difficulties" if Germany’s 
economy dominated. 

The economy of the former 
West Germany has been the 
strongest in Europe for several 
years, but it is showing signs 
of strain under the post-unifi- 
cation task of rebuilding the 
crippled former East Germany. 

Mrs Cresson said time was 
running ont for the EC to 
achieve its goal of union and 


no new members, rich or poor, 
should join until it was politi- 
cally and economically one. 

"Imagine if the EC had to 
give a helping hand to coun- 
tries like Romania and Bul- 
garia as it does today to Portu- 
gal or Greece,” Mrs Cresson 
went on. 

Germany’s deci sio n to rein- 
state Berlin as its capital 
would change the country’s 
Image abroad. 

"Bonn was a low-profile 
city. “Now the time for a high 
profile has begun." 


Striking Eurocrats hold history hostage 

EC staff have a powerful weapon to defend their salaries, writes Andrew Hill 


W HEN the European 
Community’s 25,000 
civil servants want 
some attention they go straight 
to the top. 

So it was that a week ago, 
when their minds should have 
been on the higher goals of 
European political union, EC 
foreign ministers meeting in 
Luxembourg had to endure 
barracking from thousands of 
fonctionnaires, striking in 
defence of their salaries. EC 
interpreters were present only 
when the agenda tamed to the 
pay issue. 

When a pay system was 
thrashed ont 10 years ago, 
nobody could have realised the 
expiry date of June 30 1991 
would comrade with next week- 
end's important summit of EC 
leaders. So although the EC's 
12 member states are the ulti- 
mate masters of Community 
staff’s fate, the civil servants' 
unions have in their armoury 
the potential to trip up EC his- 
tory at a crucial moment. 

It has proved a useful 
weapon as Community staff — 
burdened with the tabloid 
image that they are all fat-cat 
E ur ocr a ts - have always had 
diffi culty enlisting popular 
sympathy for their cause. 

Much of the fat-cat image is 
a myth, inherited from the 
lazier days of the late 1970s and 
early 1980s. With the approach 
of the single market, however, 
civil servants at all tiers within 
the EC have found themselves 
in demand, with businesses 
jwride and outside the Commu- 
nity ea ge r to mfik information 
from the Commission, parlia- 
ment, Council and Court of 
Justice. And, despite only grad- 
ual increases in Community 
staff numbers, businesses seem 
broadly happy with the service 
they receive. 

Mr Dirk Hudig , who handles 


EUROPEAN Community foreign ministers 
agreed yesterday to sweeten a pay offer tor 
the EC’s 25,000 dvfl servants, fatan attempt 
to avert further strikes, Reuter reports from 
Luxembourg. 

Mr Jacques Poos, Luxembourg’s foreign 
minister whose government backs the strike. 


said: “Negotiations have, not broken down,' 
they're c oatt n m ng.” 

Union representatives for the EC workers 
were last night to a new 

offer allowing for changes in the way pay is 
indexed and a casing on rises for the highest 
paid. 


EC affair s in Brussels for Id, 
the UK chemicals group, says: 
“European officials are far 
more accessible than most of 
their counterparts in national 
civii services.” Brussels-based 
trade organisations' also con- 
firm that Commission officials 
are generally open and infor- 
mative, provided they receive 
information in return: Euro- 
crats need to know what is 
happening outside their insti- 
tutions if they are to draft 
effective legislation. 

But it is also true the life- 
style of the EC’s middle man- 
agement is not one of depriva- 
tion and hardship. Even the 
humblest EC employee earns a 
gross salary of BFc60,453 (£997) 
a mo nth (the most exalted — 
for example, the director-gen- 
eral of a department - earning 
up to BFr443,783) taxed on a 
scale rising from 8 to 45 per 
cent, and swelled by a complex 
range of allowances and bene- 
fits, including a 16 per cent 
expatriation grant 

Under foe 1981 “method", as 
it is calle d, EC salaries are 
linked to average wage 
increase of the Community's 
national civil servants and to 
the average EC inflation rate. 
This sounds fair enough, but 
foe Community inflation rate 
is calculated by EC statisti- 
cians on a basket of goods 
which might be bought by 
Eurocrats. One national official 
calls it “the caviar index” and 
member states want to revert 
to n «i"g the local inflation 
rate. 



THE EUROPEAN 
MARKET 


Although they are hai 
to retain foe method - “We 
want method not madness" 
was the slogan on one placard 
in Luxembourg last week - 
aggrieved employees have been 
h arming the continued imposi- 
tion of a special “crisis levy", 
which was intended as a tem- 
porary measure during foe 
recession of the early 1980s. 
has meant a real reduction of 
nearly 8 per cpnt in. purchasing 
power over foe decade. And 
that indudes last year’s 7.7 per 
i ncr ease in E ur ocr a t s ’ sal- 
aries. 

But the deeper fear is that 
this month’s dispute may be 
only nnp sym ptom at a malaise 
in foe Community’s adminis- 
trative policy, which has 
always been constrained by the 
need to maintain foe correct 
proportion of officials from the 
12 membra: states in the high- 


est political positions. 

The nutans have argued that 
top-level salaries are failing to 
keep pace with the rest -of 
Europe, and the best dvfl ser- 
vants, economists and lawyers 
- parrimiiariy from foe north- 
ern member states - are no 
longer coming to work in Brus- 
sels, Strasbourg and Luxem- 
bourg. 

But ironically ft is the north- 
ern countries which are most 
sceptical about recruiting diffi- 
culties. One national official 
points out that “there’s a 
mechanism in the original 
[1981] system which says that 
where there are recruitment 
problems, the Commission can 
come forward with proposals. 
That mechanism has not been 
activated in the last 10 


tore within the EC will lead to 
more national civil servants 
bring offered top political jobs 
on temporary secondment - 
perhaps compromising Euro- 
crate' supposed. Impartiality - 
or will increase the number of 
jobs subcontracted to outside 
consultants. The Commission, 
for «aiupte, has about 12 JOOO 
civil servants, a number which 
has Increased by only about 
300 a year since. 1987. But 
iminn nffir i flls estimate a fur- 
ther 6,000 people are working 
for the Commission on con- 
tracts signed with outside com- 


Attracting applicants for the 
lower administrative positions 
does not seem too difficult, par- 
ticularly the Commission 
acted last year on Britain's 
suggestion that foe criteria for 
Brussels posts should be broad- 
ened to reflect better the “gen- 
eralist” tradition of the UK 
education system. 

As a result the latest compe- 
tition for 80 to 100 junior posi- 
tions - starting salary 
BFrll7,431 a month - has 
attracted no fewer than 17.500 
applications from across foe 
Community, creating new 
administrative difficulties for 

But staff are still worried 
that attempts to tighten con- 
trol over workforce expendi- 


A report last year by the 
European Court of Auditors 
criticised some aspects of the 
EC’s human resources manage- 
ment and highlig hted tire risks 
of employing too many outsid- 
ers to cany out the tasks of 
Brussels fonettomatres. “Nan- 
statutory staff. . . represent a 
significant proportion of total 
Commission human resources, 
but their number and alloca- 
tion are not subject to objec- 
tive scrutiny either within the 
Commission or by the budget- 
ary authority,” it said. 

Privately, member states and 
EC pffiriaifl know any agree- 
ment between ministers and 
unions may only paper over 
foe cracks in the staff struc- 
ture. “The Council of Ministers 
doesn't look to the long-term, it 
just sees the confrontational 
situation.” says one former 
senior Brussels official. “Per- 
haps the Commission should 
have been more imaginative in 
the way it presented the 
issue.” 

But both sides agree that to 
expose the roots of this dispute 
- for sample, by attempting 
to rew ii le the method for cal- 
culating EC salaries — would 
Hah- unearthing a host of knot- 
tier problems. 


Echoes of war unite Moscow and Bonn 


By David Marsh in Bonn 

THE WEEKEND ceremonies 
marking the 50th anniversary 
of Germany’s attack on the 
Soviet Union during the Sec- 
ond World War provided a 
reminder of the always poi- 
gnant undertone to relations 
between Bonn and Moscow. 

After an exchange of tele- 
vised messages by Chancellor 
Helmut Kohl and President 
Mikhail Gorbachev, German 
President Richard von Welz- 
9«ckv r laid wreaths at German 
and Soviet graves. President 
Go rbache v called on his" 
countrymen to care for graves 
of German soldiers HIM in 
the fj ghHpg . 

However, more on Mr Gorba- 
chev’s mind at the moment is 
the parlous state of the Soviet 
exchequer and how Germany 
can help. 

Mr Kohl undoubtedly feels 
an obligation to help Mr Gorba- 
chev ward off economic, social 
and constitutional turmoil. 
One Important reason, accord- 
ing to a senior Bonn minister, 
is Mr Kohl’s gratitude to the 
Soviet leader for giving foe 
green light to German unit; 
last summer. 


On the other hand the Ger- 
man government has no wish 
to consign further funds to 
Moscow unless there are guar- 
antees they will he accompan- 
ied by genuine reforms. 

Senior officials at the Bund- 
esbank admit they have no 
complete picture of the full 
scale of German financial 
Haims on the Soviet Union, 
which have been mounting 
steadily over foe past year, 
partly connected with the uni- 
fication process. 

Ahead of yesterday’s Group 
of Seven finance ministers' 
meeting in London, Bonn offi- 
cials were making clear Ger- 
many’s reluctance to agree 
more funding for Moscow. 

One of foe factors complica- 
ting links with Mr Gorbachev 
is the presence of 350,000 
Soviet stadias on the territory 
of former East Germany. 

They are accompanied by 
hundreds of thousands of 
dependents (including 92,000 
children) and support staff 

Mr Gerhard Stoltenberg, 
defence minister, was particu- 
larly irritated at being misled 
by the Soviet military two 


months ago about foe presence 
of nuclear weapons east of foe 
Elbe. The minister was assured 
by General Matvey Burlakov, 
head of foe Soviet forces in 
eastern Germany, that no 
Soviet nuclear arms remained 
there. On a visit to Bonn 10 
days ago, however, Mr Alexan- 
der Bessmertnykh, Soviet for- 
eign minister, admitted this 
was untrue. 

Mr Stoltenberg, who has 
argued since taking ova- foe 
' defence portfolio for caution in 
. dealing with Moscow, has had 
his scepticism vindicated by 
the incident. 

The Soviet troops have 
pledged to withdraw by the 
end of 1994, although Moscow 
has made clear it requires sub- 
stantially more than the 
DMltibn (£5bn) already offered 
by Bonn to complete the pro- 
cess. 

Moscow has recently submit- 
ted to the Gomans a fafll fa 
DMSObn fa foe va lue of mili- 
tary infrastructure it will be 
leaving behind - a figure 
regarded by ministers as 
impossibly high. 

Bonn will be submitting 


competing claims to dean up 
environmental damage at 
Soviet bases, in an effort to 
reduce the Soviet’s demand 
substantially. 

Mr Stoltenberg likes to print 
out that Moscow has a dear 
interest, as does Bonn, in the 
troops being pulled out on 
thna. Following the introduc- 
tion of the ham D-Mark in east 
Germany last yea. the status 
of Soviet soldiers has switched 
suddenly from that of occupi- 
ers to paupers. . 

--.The minister also makes 
clear that Moscow needs to 
rely on Germany for continued 
goodwill if it is to win overall 
western pledges for financial 
support. 

At the moment, given the 
extreme pressures on Goman 
public spending, Bonn is 
unlikely to go mute further 
than hacking stephy-step aid 
for the Soviet Union. 

As one senior German politi- 
cian, pointing to foe rising 
budget deficit and the sudden 
shortfall on Germany’s current 
account, said, only half jok- 
' f, the country’s means 
‘ soon be at an end. 


S wedish poll 
boost for 
ruling party 

By Robert Taylor 

in Stockholm 

SWEDEN’S ruling Social 
Democrats are staging a 
strung political recovery three 
month* before foe country’s 
next general election, it was 
revealed yesterday. The latest 
poll from tire independent Sifo 
organisation gives the party 
3&5 pa cent of the vote - a 
rise of nearly 5 prints in two 

mnutbiL 

The result gtfll leaves them 
far below the 43J5 pa cent 
they wan at the 1988 general 
election, but after over two 
years of record low popularity 
it looks at last as though 
Prime Minister Ingvar CarJs- 
son is clawing back some lost 
ground. The question Is 
whether the upward surge by 
his party will continue after 
the HUimiw hoBday i and info 
foe election campaign which 
starts in early August 

The poll gives the Moderates 
(conservatives) 21.5 pa cent 
support and foe Liberals 102 
parent 





INTERNATIONAL ECONOMIC INDICATORS: MONEY AND FINANCE 


This table shows growth rates tor the most widely followed measures o I narrow and broad money, a representative abort- and lone-term Intereel rets eerlee end an averse* equ&y marks! yield. Ail figures are percentages. 
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7.0 

7.9 

1023 

12.43 

n-a. 

29 

7.7 
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6,80 
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32 

32 
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726 
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9.7 
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1984 

1983 
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9.1 

8.01 
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n.a. 

4,6 

82 

8.62 
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n.a. 

4.4 

5.1 

5.40 
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140 
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13.71 
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6,19 
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10.4 
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1.41 
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927 
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11.6 
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6.38 

3.12 

9.1 
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421 
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9.0 

72 

3.96 

623 

221 

41 

9.8 

&20 

9.59 

2.75 
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11.0 

11.06 

1038 

124 

47 

143 

9.69 

9.52 
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1987 

1988 

4.3 

5.4 

765 

8.84 

3.61 
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11.0 

4.43 

427 

024 

92 

6.4 

428 

628 

261 

32 

44 
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73 ' 

8.1 

10.99 
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8.7 
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82 
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3.62 
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2.14 
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7.7 
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338 

72 

82 
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42 
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3.8 

7.88 
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3.86 

5.1 
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8.19 

7.16 
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5.4 
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33 
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9.6 
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3.1 
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6.1 

5.4 

9.18 

8.43 
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25 

72 
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1213 

1203 

3.89 

22 

10.7 

1320 

1030 
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June 1990 

-1.8 

6.0 

8.14 

8.47 

323 

88 

124 

729 

8l47 

0.58 

3.1 

42 

825 

820 

127 

73 

62 

10.01 

9.68 

220 

62 

82 

1128 

1132 

238 

63 

17.5 

1498 

1139 

475 

1898 June 

-My 

4.0 

5.3 

7.99 

8.47 

3.35 

32 

11-9 

7.53 

6.83 

are 

42 

32 

821 

8.09 

129 

32 

8.0 

828 

926 

227 

7.4 

83 

11.18 

1128 

248 

52 

173 

1424 

1137 

431 

July 

August 

4.7 

52 

7.87 

8.74 

3.08 

3.8 

112 

7.83 

7.58 

am 

52 

32 

828 

8.52 

2.16 

29 

72 

10.12 

1028 

323 

7.0 

82 

1131 

11.79 

288 

43 

16.0 

1427 

1125 

526 
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5.1 
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7.96 
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132 
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5.1 
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3.68 
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32 

7.7 
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3.73 
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3.14 

45 
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1421 
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5.61 

September 

October 

42 

4.4 

7.98 

8.72 

3.96 

3.9 

10.9 

8.18 

7.68 

0.80 

5.7 

52 

B.53 

8.72 
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02 

7 A 

920 

1038 

3.75 

82 

88 

10.74 

11.68 

338 

29 

144 

1400 

1136 
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November 

4.4 

3.7 

7.91 

039 

3.88 

7.1 

92 

822 

725 

022 

6.1 

5.5 

8.78 

8.68 

224 

0.6 

72 

924 

10.16 

3.78 

82 

92 

1129 

11.89 

3-67 

32 

143 

13.82 

1125 

5.61 

November 

December 

4.0 

32 

7.76 

8.05 

3.74 

4.4 

75 

8.17 

8.70 

0.80 

8.9 

5.3 

9.15 

829 

220 

33 

8.4 

10.17 

929 

3.79 

7.6 

92 

1234 

11.08 

3.B5 

27 

123 

13.77 

10.77 

5.44 


January 1991 

3.6 

30 

7.09 

8.07 

3.79 

1.8 

B.O 

8.07 

6.59 

020 

62 

5.1 

927 

8.74 

267 

-0.1 

7.0 
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9.76 

323 

6.6 

8.4 

1224 

1204 

326 

3 A 

113 

13.95 

1033 

530 
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4.4 

3.1 

6.50 

7.84 

3.37 

0.6 

52 

7.89 

6.39 

0.74 

5.1 

5.4 

828 

825 

2.46 

1.7 

72 

9.70 

9.11 

3.62 

72 

9.1 

1225 

1120 

324 

28 . 

102 

1324 

10.12 

5.19 


March 

42 

3.2 

6.40 

0.10 

325 

21 

6.9 

7.91 

8.63 

0.70 

82 

’ 5.7 

929 

8-28 

238 

25 

72 

9.43 

9.04 

336 


9.8 

1122 

1216 

3/43 

28 

92 

1241 

1025 

432 


April 

4.3 

3.1 

6.08 

8.03 

3.17 



7.75 

6.69 

0.70 

42 

5.6 

8.18 
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230 

33 

7.8 

934 
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3^46 


82 

11.49 

1120 

338 

1.6 

103 
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10.17 

474 
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May 

5.5 

3.4 
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0.07 

3.20 



7.72 

8.04 

an 



9.08 

820 

225 
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826 

324 


83 

11.13 

1021 

324 

1.6 

93 

1132 

1032 
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Mon eta ry growth rates: show me percentage change over tho corresponding period in the previous year, end are positive unless otherwise stated. All growth mes retar to the seasonally adjusted series except tor Italy. German 
WEFA from central bank sources Short-term Merest rates period averages at US-90 day comm ercial paper. Japan-3 month certificates of deposit Germany-3 month money, Fmnce-3 month money, ftaiy-3 m on th EuroIJra, UK-3 month 
government bonds. Source: Atias/TFN. Equity market yield: period averages of the gross dividend yield on the relevant FT-A world Index. 


s t a tistics now form a continuous pan-German 
Ltoor. Source: Gofdntsn Sachs. Longterm Merest rs 


Mflea. Monetary -data supplied by Datastroem and 
las; period average yields on long-term benchmark 





The Boom and its aftermath in the UK 

Annual % change 
T4 


Real M4 
deflated by RPi exchxfing 
mortgage interest 



I Real GDP at market prices 
I Rea! domestic expendture 


The revenge of the monetarists 


'T 


1984 

Source; (Xttatoeam 


1985 19S6 1987 1988 1969 1990 1891 


ONE of the myths about British 
economic policy is that entry Into 
the exchange rate mechanism of 
the European Monetary System 
represented a repudiation of 
monetarism. This Is Incorrect It 
represented a rejection of domes- 
tic monetarism and put in place 
the Bundesbank’s version. 

There were three assumptions 
underlying this switch: first, that 
exchange rate stability is a good 
In itself; second, that the Bundes- 
bank’s pragmatic monetarism is 
more credible than any policy that 
might be pursued by the British 
monetary authorities; and, third, 
that the benefits of that credibility 
outweigh the costs of importing a 
monetary policy dedicated to stabi- 
lising a different economy and one 
undergoing, at the moment of ster- 
ling’s entry into the ERM, the real 
economic shock of unification. 

This stance might be labelled 
defeatist. As tha chart suggests, 
defeatism might also be regarded 
as realistic. For the failures of Brit- 


ish monetary policy In the second 
half of the 1980s are startling.' 

in me first half of the 1980s the 
Treasury targeted broad money 
(then M3) quite closely. That tar- 
geting led to a huge appreciation 
of sterling and a rapid reduction in 
inflation. But, largely because of 
financial liberalisation, targets had 
to be constantly adjusted upwards. 
In the end the Treasury aban- 
doned the targeting of broad 
money in 1985. 

This decision was greeted with 
relief by most British economists. 
Warnings were uttered, however, 
by a small number of monetarist 
economists; Tim Congdon, then at 
Shearson Lehman and now at Gar- 
rard and National, being one and 
David Smith, at Williams de Brod, 
being another. 

The annual growth of M4 in real 
terms (deflated by the retail price 
index, less mortgage interest) 
accelerated in 1986 and remained 
at around 12 per cent a year until 
the end of 1989. 


The annual growth of real 
domestic expenditure rose shortly 
thereafter, to reach a peak of over 
8 per cent in the yea to the first 
quarter of 1988. Depressingfy lor 
those who believed in a supply- 
side miracle, the growth of gross 
domestic product failed to keep 
up, the increase In the externa! 
deficit making up the difference. 

While the decision to switch 
from paying attention only to broad 
money to Ignoring it almost com- 
pletely - one the Bundesbank 
would surely never have made — 
looks decidedly costly in retro- 
spect the chart also shows how 
norvmechanicaJly such information 
must be Interpreted. A credit-boom 
associated with rising asset prices 
is a warning signal, but a defla- 
tionary monetary policy, of the 
kind instituted in late 1988, will 
reduce output before it affects 
monetary growth. 

The main reason for this is dis- 
tress borrowing in the early stages 
of a disinflation. In the UK's case. 


the collapse in the growth of broad 
money In real terms started in the 
course of 1989, well after the 
decline in the growth both of real 
domestic demand and real GDP. ' 
The chart does, however, high- 
light one other depressing point 
about the UK economy. The more 
competitive and open an economy, 
the more reductions in the growth 
of real domestic expenditure fall 
on the external balance and not on 
GDP. In the UK, however, almost 
all of foe adjustment fell on GDP. 
Given the decline in the rate of 
growth of domestic expenditure, 
one might have hoped for a 
greater improvement in the exter- 
nal balance and a smaller decline 
in GDP than acteaUy occurred in 
1989, 1990 and 1991. 4 

The UK authorities must now 
hope that the Bundesbank’s mone- 
tary policy, whatever that turns out 
to be, will prove stabilising for the 
UK economy in the medium to 
long term. In the meantime, one 
can begin to understand why the 


House of Commons Treasury and 
Civil Service committee have 
recently called for evidence on the 
Treasury's forecasting record. 
That august body did, after all, 
miss both tire heady boom of 1988 
and the collapse of 1991. But h is 
fair to note that It was In excellent 
company throughout 
One of its* mistakes,' as ' Tim 
Congdon agues in the Gerard and 
National monthly review for June 
1991, may have been the failure to 
appreciate -the rale of monetary 
variables. If so it will not be able 
to act Independently on such a 
mistake again. But It seems rather 
peculiar that the shift from -a policy 
without any serious pretence to 
monetarism (since the Treasury's 
favoured monetary taiget of the 
second half of the 1980s M0, 

narrow money - certainly has no 
causal role), to one that follows 
the Bundesbank should be 
regarded as an abandonment of 
monetarism. It might be better 
regarded as justified defeatism 
about the political and technical 
.feasibility of domestic monetarism. 

Martin Woff 
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-We are pleased to announce a dramatic 
departure. From July 1st, all ANA flights Will 
switch from Catwick to Heathrow. 

: Terminal s to be precise. 
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There^s more good news. 

Froih July 21st, we’re increasing our flights tp. 
i froin five a week to six. 


We’re also offering business class passengers 
a free chauffeur driven car to and from Heathrow 
within forty miles. 

Before you take off, relax in our First Class 
lounge or business class lounge “Club ANA”. 



Koala Unnpnr Washington D.C. 
Beijing 


London 
.Stockholm 

Vienna Dalian 

Moscow Tokyo Guam 

Bangkok Seoul Sydney 

Brussels Hong Kong New York 

Paris 

Once in Japan, a network of deluxe hotels 
offering 10 - 20 % discounts awaits you. 

These are situated in 7 of Japan’s key business 


centres, including Narita, Tokyo and Osaka. 

We hope our move to Heathrow will 
encourage you to sample the service that’s helped 
make us Japan’s largest airline and the eighth 
largest airline in the world. 

And, with the most comprehensive network 
of any Japanese airline, the toast of more than 
30,000,000 passengers a year. 



All Nippon Airway s 
Japan’s best to the world. 


. • :r. 


™ R^kvATioNS AND ENQUIRIES ON CHAUFFEUR-DRIVEN CAR SERVICE AND ANA HOTELS. CONTACT ALL NIPPON AIRWAYS. ANA HOUSE. 6-8 OLD BOND STREET, LONDO^WIX 3TA. TELEPHONE OTl^S 7667 OR YOUR LOCAL TRAVEL AGENT. 
FOR RESERVATIONS AND ENQUIRIB CATWICK EXPRESS SERVICE PLUS VICTORIA STATION CHECK-IN SERVICE TERMINATE ON JUNE 30TH. 
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Slowdown 
seen in 
company 
cost cuts 

By Alice Rawsthom 

COST CUTTING in UK 
industry may be slewing down, 
according to a study of busi- 
ness attitudes commissioned 
by KPMG Management Con- 
sulting. 

A quarter of the companies 
in the study said they had been 
forced to cut costs by shedding 
staff or dosing capacity during 
the past year. 

Only one In 10, however, said 
they were still cutting costs or 
that they planned to do so in 
the future. Moreover. 30 per 
cent of the companies were 
expanding, compared with just 
18 per cent at this time last 
year. 

The study questioned 200 
businesses about their perfor- 
mance during the recession 
and their future investment 
plans. Companies in the north 
of England and the Midlands 
tended to be more optimistic 
than those in the south. Two 
thirds of the Midlands compa- 
nies questioned said they were 
either introducing new prod- 
ucts or moving into new mar- 
kets. 

More than a quarter of the 
Midlands companies expanded 
last year. A similar proportion 
of companies in the north and 
Scotland were expanding. 

The recession seems to have 
prompted many companies to 
review their long-term strate- 
gies. Two thirds of those ques- 
tioned said they had already 
changed strategies or were 
about to change. 

Many companies also expect 
to change the focus of their 
investment during the next 
few years. Customer care and 
product quality were cited as 
the most important areas for 
future investment, whereas a 
number of companies planned 
to reduce expenditure on 
advertising and promotion. 

Three quarters of companies 
confirmed their intention to 
increase investment in cus- 
tomer care in the next two 
years. No companies planned 
to reduce investment in this 
area or in product quality. 
Resource management issues 
such as finanriai control, plan- 
ning and training were also 
regarded as important. 

Advertising and promotion 
were seen as less Important 
Only a quarter of the compa- 
nies surveyed said they 
planned to increase marketing 
budgets during the next two 
years. Nearly one in five 
intended to reduce expenditure 
in this area. 

Many companies have 
already cut marketing expendi- 
ture in the past year, which 
has created serious problems 
for the advertising Industry. 

Coping with a changing mar- 
ket - A survey of UK business 
opinion. KPMG Management 
Consulting, l Puddle Dock, Lon- 
don EC4V3PD. Free. 


Labour on the offensive against Conservatives acoftbiiii^ 



By Ivo Dawnay, Political Correspondent 


LABOUR will today warn that the 
Conservatives may abolish the 
wages councils that govern the pay 
of 25m low paid workers. The warn- 
ing is part of a sustained counter-at- 
tack on Tory criticism of its plan for 
a national minim um wage. 

Last night. Mr Tony Blair, the 
party’s employment spokesman, 
returned to the offensive after a 
week of Tory attacks, by homing in 
on an upbeat review of the economic 


outlook made by Mr Norman Lam- 
ent. file chancellor, in a BBC .televi- 
sion interview. “Norman Lamont 
has not one crumb of comfort for ; 
Britain’s 2.25m unemployed,” he 
said. 

Mr Blair's comments come as part 
of a week-long programme of 
Labour Initiatives aimed at ham- 
mering home what it argues to be 
government complacency over the 
impact of file recession on fobs. 


Yesterday both Mr John Smith, 
the shadow chancellor, and Mr 
Henry McLrish,fiie junior employ- 
ment spokesman, both released dos- 
siers allpy in g fa~ha> Tory rlsfma on 

both the economy and employment 
In Westminster today, Mr Blair 
will develop the charges by warning 
that Mr Michael Howard, the 
employment secretary, will block 
efforts by the European Council in 
Brussels on Wednesday to establish 


uniform rights for working women. 

The Labour attacks come after the 
Tories last week used the Commons' 
chamber and a party political broad- 
cast to warn that Labour's mini- 
mum- wage policy would cause a big 
surge in unemploymoit; They also 
costed Labour's policy commitments 
as > j iro aia ning to add X5p to income- 
tax rates. 

That charge provoked a fonrpage 
dossier of countercharges from Mr 


Shnith, who said the Conservatives? 
attempts to misrepresent Labour’s 
policies were “an unsuhtie, if expm- 
sive, attempt to divert public atten-' 
Hon from, this economic- mesajfov-- 
enunent polide&have caused;" -a. 

His paper " " ”- entitled “Ec onomi c 
with The ftiittr - oht3M nine 
areas from growth figuree to ; infla- 
tion . where he • alleged--; the 


public. 


. t* 
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> On Dmisday, Labour wOB attempt 
totmfeTmine dir important ieymrte 

speech by Mr *hn Mafor, 

,■ mhfrster, tat Toryism In the lsaoshy 
• switching; its focus to the qnafitrof 
' life. MrJfoy Hatterstey. tM labour 
. deputy leade^wffl open what party 
.workers’ say is file new "second 
ftonr* of labour's “Costing toe tor- 
gervatjves* campaign by gttaefciag 
the gavenunart’s record on various 
public ■ — - 


Field reselection stirs 
further controversy 


By Ian Hamilton Fazey, Northern Correspondent 


THE Labour leadership looks 
set for a further crackdown on 
leftwingers in Birkenhead after 
complaints at the weekend 
about as vote that reinstated 
Mr Frank Field, the sitting MP, 
as candidate In the general 
election. 

Officials at Labour’s London 
headquarters said there was 
certain to be anger at Wednes- 
day's national executive com- 
mittee meeting over remarks 
by a constitutency party officer 
saying Mr Field may now face 
a “another four years of feeling 
sick" because of intimidation. 
The comment by Mr Paddy 
Reynolds, secretary of the con- 
stituency party, referred to the 
MP*s admission last week that 
party meetings were often so 
tense that he vomited with fear 
before them. 

Endorsement of Mr Field’s 
reselection will come next 
month after the party's organi- 
sation committee examines 
complaints from both left anil 
right over the conduct of Sat- 
urday's reselection ballot 

However, there is no doubt 
the party leadership will 
uphold the result of the vote 
which was held under the 
supervision of national offi- 
cials. 

Mr Field defeated Mr Paul 


LIVERPOOL'S refuse 
collectors will vote this 
morning whether to accept 
an offer of bonuses and extra 
payments to clear the back- 
log of rubbish before Onyx, a 
French-owned private con- 
tractor, takes over the ser- 
vice next month. The vote is 
being seen as a test of the 
unions’ resolve to continue 


their fight against job cuts 
at the Labour-led city coun- 
cil. The waste collectors’ 
decision will be followed by 
a parliamentary debate on 
the governing of the city 
called by the Liberal 
Democrats. Mr David Alton, 
Liberal Democrat MP for 
Liverpool Mossley HIE will 
open the debate. 


Davies, a transport union local 
official, by 53 per cent to 45.6 
per cent of the constituency’s 
electoral college, reversing the 
result of 18 months ago. 

The national executive 
ordered a re-run after alleged 
Infiltration of wifrm branches 
by supporters of Militant Ten- 
dency and Socialist Organiser, 
two Trotskyite organisations, 
to bolster Mr Davies' support 

As this week's voting took 
place Mr Davies alleged party 
rules were interpreted selec- 
tively to allow some of Mr 
Field’s supporters to vote while 
his own were disqualified. 

He claimed that Field- 
supporting delegates from two 
branches of the OM B general 
workers’ union, the Coopera- 
tive Party and file Christian 
Socialist Movement were 
allowed to vote even though 


they had not attended local 
party meetings for more than a 
year. 

He also said the local party 
had no record at 16 individual 
Field supporters paying their 
subscriptions, so they should 
have been disqualified. The 
overall effect on both sections 
of the college was about six 
percentage points in Mr Field's 
favour. 

Mr Field will make counter- 
allegations to the national 
executive of a t tem p ted manip- 
ulation of milnn block votes by 
Mr Davies’ supporters. He said 
he wanted to ensure future 
reselection of MPs was based 
on “one member, one vote". 

Mr Davies said that further 
attempts would be made to 
Mr Field in the next 
pqrUnmpntj although he him. 
self might not try again. 



Frank Field: promised by a constituency official Tout more years a t feeling sick’ 


Merseyside 
recession 
shows signs 
of levelling 

By Ian Hamilton Fazey - 

THE RECESSION may be 
bottoming-ont in Merseyside's 
economy, according to a Mer- 
seyside Chamb er* of Commerce 
survey published today. 

The trend for orders turned 
upwards slightly, although 
export business was. down, for 
deliveries and orders. How- 
ever, a more hopeful sign was 
that a sharp shedding . of 
labour in the last quarter of 
last year has abated. 

While 35 per cat of compa- 
nies surveyed In December 
planned to sack more people, 
toe proportion which did so 
was 29 per. cent In contrast; 
17 per planning to recruit 
stock to their plans, with a 
similar p r o p or tion forecasting 
more recruitment soon. 

Matnhing vacancies to the 
large pool of unskilled unem- 
ployed remains a problem. 
There are also widespread 
reports of skill shortages in 
managerial, professional and 
cra f tsman categories. 

Investment plans shelved 
six months ago remain on hold 
far most of those Involved. But 
confidence is picking up, with 
only 19 per cent forecasting a 
-foil in turnover in the next 
year and 41 per cot predict- 
ing better profits. - 


Scotch industry in tax protest 


By Philip Rawstorne 

LEADERS of the Scotch 
whisky industry have pro- 
tested to the government about 
a proposed deal on European 
Community tax harmonisation 
that would substantially raise 
the drink’s price in Spain, 
Italy, Portugal and Greece. 

Mr Anthony Tennant, chair- 
man of G uinness , has written 
to Mr Norman Lamont. the 
chancellor, and Mr Peter Lil- 
ley. trade secretary, urging 
them to resist plans which will 
be considered at a meeting of 
the EC economic and finance 
committee in Luxembourg 
today. Scottish MPs are expec- 
ted to raise the industry's com- 
plaints in the Commons. 


The industry, angered by 
excise duty increases in the 
past two Budgets, believes the 
proposals would raise Scotch 
prices by about £2.60 a bottle in 
the four countries while doing 
nothing to cut prices in 
Britain. 

The proposals, leaked from 
-Brussels and so far. uacon- . 
firmed by the UK government, ! 
are said to include a plan by 
France and Italy to zero-rate 
the tax on wine when the sin- 
gle market comes into effect 
Beer would continue to have a 
lower excise rate than spirits. 

Mr Tennant said yesterday; 
“Such moves would be a real 
kick in toe teeth for the indus- 


try. They would have a disas- 
trous effect on some of our 
most promising export mar- 
kets.” The EC accounted for 
about a third of the industry's 
£L6bn exports test year. Spain, 
Italy and Greece are among the 
industry’s fastest-growing mar- 
kets. 

The industry has.'bdgi£iff&£, 
tog, with limited succes s, fry 

an end to tfiftm' miinHli try /fcaxh- 
tion cm exports to South Korea 
and Taiwan. “The fact that our 
own government persists in 
discriminating against Scotch 
in its own taxation policy 
scarcely helps our case for 
fairer treat men t to those mar- 
kets,” Mr Tennant said. 


CDs outsell vinyl LPs by two-to-one 


TRADE DELIVERIES OF RECORDINGS 


Dec 1888 

Dec 1990 

Change % 

COa 

Units 

41.7m 

SO.flm 

+22.1 

Value (£) 

230.7m 

273.4m 

+ 185 

Singles 

Units 

61.1m 

585m 

-4.3 

Value (E) 

80.3m 

77.8m 

-3.1 

LPs 

Units 

37.9m 

24.5m 

-35.4 

Value (C) 

118.0m 

79.5m 

-32.6 

Cassettes 

Units 

83.0m 

74.3m 

-10.5 

Value (£) 

261.8m 

242.7m 

-3.8 

Total Albums 

Units 

162.8m 

149.6m 

-8.0 

Value (£) 

6005m 

595.6m 

-05 

Total Value (E) 

6805m 

673.4m 

-1.1% 




Sour-*: BPI 






By Michael Skaplnker 

COMPACT DISCS outsold 
long-playing vinyl records in 
the UK by more than two-to- 
one test year, according to fig- 
ures from toe British Phono- 
graphic Industry (BFD. 

to 1989, unit sales of compact 
discs had been only 10 per cent 
higher than those for LPs. 

The BPl which represents 
record companies to the UK, 
said that 505m CDs were sold 
last year, a 22.1 per cent 
increase on 1989. Sales of LPs 
totalled 245m, a 35.4 per cent 
fell on 1989. 

Sales of records have, how- 
ever, remained resilient to the 
UK compared with countries 


such as the US and Japan, 
where the long-playing record 
has virtually disappeared. 

Cassette tapes remained the 
most popular musical format 
in the UK test year, with unit 
sales of 745m. This, however, 
represented a 105 per cent fell 
on 1989. 

The wholesale value of CDs 
test year surpassed that of cas- 
settes for the first time, the 
BPI said. The value of CD trade 
deliveries was £273.4m, up 185 
per cent on 1989. The wholesale 
value of cassette sales was 
£242.7m, a 3.6 per cent drop on 
the previous year. Trade deliv- 
eries of LPs were worth £795m. 



"'Tomorrow? Weil... first of 
we planned an early jog in 
irk across from the hotel. 1 ’ 
"Good, then we'll see the 
oku night life now!" 

Feel The Heart Touch. 


Century Hyatt Tokyo 

2-7-2 Nate^hmjuku, Steipifai-Ru, Tfrfcyo 1 60. Jspan. 

for rescrra/WM and more mfonnaion aboui Hysii Holds aud Rcjons worldwide, afl your invd planner or 
in London all «T7I) 5SM197. In the UK. call nfl-fite (0345) 581-666. 


Our Shinjuku location puts you 
in the heart ofTokyo’s legendary 
shopping and nightlife area. Yet we 
overlook a lush, tranquil park — 
giving you the luxury of open space 
and greenery in this non-stop dty. 

Add to this gracious, attentive 
service. Twelve dining and enter- 
tainment venues. And the exclusive 
Regency Club accommodation, the 
ultimate facilities for the discerning 
traveller. 

Century Hyatt. All the action 
you expect from Tokyo. Plus a breath 
of fresh air. 


London 
Zoo looks 
at theme 
park plan 

By Philip Rawstorne 

A £S0m plan to turn 
the * financially-troubled 
Londo n Zoo Into a theme . park 
has been put forward by Heri- 
tage Group, a London-based 
leisure and property consul- 
tancy. 

The scheme, which would 
involve removing many of the 
animals to Wldpsnade Zoo in 
Bedfordshire and converting 
the Regent’s Park site into a 
conservation park, is to be 
considered by the zoo's board 
on Wednesday. The project 
will also be examined by Mr 
David Trippier, the environ- 
ment minister. 

The zoo said yesterday that 
the Heritage Group proposal, 
one of a number of develop- 
ment schemes under discus- 
sion, was an extension of the 
zoo’s own plans to transform 
the site. 

These would include the cre- 
ation of an African rain forest 
with a family of gorillas and a 
Chinese mountain complete 
with pandas. 

The zoo said: “The money 
would enable ns to do things 
on a grander scale and to 
include the listed Mappto Ter- 
races which we had left out of 
our plans because of the cost 
of development” 

Up to £6m of government 
money would still be needed 
to transfer animals to Whip- 
snade and to improve facilities 
there. 

The zoo has also been seek- 
ing a further £I2m from file 
government to help fund refur- 
bishment of the site and to 
meet running costs but minis- 
ters have so for refused to 
grant extra cash. 

Mr David Jones, the zoo’s 
director, warned last week 
that £2m was needed from the 

g o v e r nm ent by July 9 to avoid 
closure of the zoo In Septem- 
ber. 


American Home cuts 520 jobs 


By Clive Cookson 

AMERICAN Home Products, 
the US health care group, is to 
reduce its UK workforce by at 
least 520 over the next two 
years. 

Its factory to Wrafton, north 
Devon, will close with the loss 
of 450 jobs, and 70 jobs will go 
at tiie group’s factory in Hav- 
Hamc 


European plants from 12 to 
seven by the middle at 1993. 

Mr Don Barrett, director of 
corporate affairs for Wyeth 
Laboratories, an AHP subsid- 
iary.- said a structure based on 
high-volume, specialist manu- 
facturing shea supplying the 
whole European market would 
.. be essential If the company 
te • Cuts result fronr^a^uaa ■» -umlmne to be'guccesb-. 
review of AHFs manufactur-- 1 ftE- 


tog and distribution operations 
to Europe to preparation for 
the EC single market after 
1992. 

According to Pharmaceutical 
Business News, a Financial 
Times newsletter, the group 
will reduce the number of 


At preset Wyeth" manufac- 
tures prescription drugs and 
the SMA brand of baby milk at 
Havant. Whitehall Laborato- 
ries, another; . AHP subsidiary, 
makes non-prescription health 
care products^and toiletries at 
Wrafton. ' 


Under the restructuring, 
Havant will become a Euro- 
pean centre for pharmaceutical 
manufacturing, while baby 
milk production will be trans- 
ferred to the company's Askea- 
ttm plant in the Republic Of 
Ireland. The effect of this will 
be to reduce the Havant work- 
force. from 650 to 580 over the 
faext 1 two-' years, f • 

■ When Wrafton closes in 1993, 
some of ite work will be trans- 
ferred to Havant and some will 
go to other AHP plants in 
Europe. 

The other four AHP plants 
scheduled for closure are in 
Germany, Spain. Portugal and 
France. 


More people found to 
give bangers the chop 

By Guy de Jonquldres, Consumer Industries Editor 

The Introduction of lowfot 
burgers and sausages does not 
yet appear, to have revived 
demand:'. 

The survey finds that, pre- 
pared or "ready" meals, which 
include Italian, . Chinese .and 
Indian dishes,’ are most popu- 
lar among the middle-class Cl 
and C 2 groups. Consumption, is 
about equally divided between s 
men and. women: ' ‘ . 

Demand is strongest among 
aduRs aged 24 or under, who 
are also the main consumers of 
burgers. Those aged over 65 
rarely purchase ready meals, 
partly because few own the 
freezers needed to store them. 

In spite of their growing pop- 
ularity, ready meals do not 
seem to be considered particu- 
larly good value. More than 60 
per cent of those surveyed said 
they did not provide a proper 
meal, and 45 per cent thought 
them too expensive for every- 
day use. 

The UK Value-Added Meat and 
Poultry Products Report Leath- 
erhead Food Research Associ- 
ates, Randalls Road, Leather- 
head KT22 7RY. 


THE BANGER, the burger and 
the meat pie are bring trie- 
gated to a stagnant or declin- 
ing market among poorer, 
mainly mala, consumers. More 
afflu en t households are turn- 
ing Increasingly to prepared 
meat dishes such as Chicken 
Kiev and meat with pasta, 
according to a survey. 

Consumers in the lowest D 
and E socio-economic categp 
ries are three times more likely . 
to eat sausages once a -week 
titan those in the upper A and 
B groups. 

Twice as many men eat sau- 
sages two or three times a 
week as women - half of 
whom say they never consume 
the m , finds the survey by the 
Leatherhead Food Research 
Association. 

Broadly similar trends are 
affecting the markets for meat 
pies and burgers. Seventy per 
cent of adults say they eat bur- 
gers once a month at most, and 
among A and B groups the pro- 
portion is 75 per cent 

The waning popularity of all 
three foods Is blamed on grow- 
ing interest to healthy eating. 


Banks start 
initiative 
oyer fraud 

■LEADING clearing banks 

have hunRlwf an . Infiwmatinn. 

sharing initiative to crack 
down on bank fraud, David 
Lascelles writes. 

‘ This follo ws a steep rise in 
white-collar crime. Last year 
the banks lost £3L3m In 
cheque-card fraud and, nearly 
£ 60 m on credit fraud. ' - 
The initiative, which is being 
undertaken in co-operation 
with the City of London Fraud 
Squad, will enable banks to 
share information about actual 
or suspected fraud techniques. 

Higher education 
move welcomed 

THE NATIONAL Conference of 
University Professors, an asso- 
ciation of 500 professors, meet- 
tog at the weekend, welcomed 
the government’s intention of 
expanding access to higher 
education and abolishing the 
distinction between universi- 
ties and polyte chnics. . 

The conference called on the 
government to provide the 
resources required to increase 
student numbers. 


Toolmakers seen as out of touch 



By Andrew Baxter 

EFFORTS BY British 
machine -tool manufacturers to 
develop their International 
sales are not keeping up with 
chang in g competitive trends to 
the industry, according to Pro- 
fessor Stephen Young of 
Strathclyde International Busi- 
ness Unit (SIBU). 

As factory automation 
moves towards a sew era of 
computer-integrated manufac- 
turing (CIM) and machine tools 
become part of flexible manu- 
facturing systems, producers 
will increasingly emphasise 
pre-sale and after-sales activi- 
ties such as consultancy and 
software, he says. 

This trend argues for a move 
away from agents and distribu- 
tors towards sales subsidiaries 


and a new type of sales, 

neering and consultancy 

sidiary, Prof Young told a con- 
ference on UK Companies and 
the Globalisation of Business 
in London. 

Maintaining overseas sales is 
vitally important for the UK 
machine-tool industry, particu- 
lar at a time Of deep recession 
in the domestic market 

Exports last year rose 23 per 
cent to £48S5m, and for the 
first time in a decade the UK 
had a trade surplus with the 
rest of the European Commu- 
nity. • 

Recent research by the SIBU, 
based on Interviews with UK- 
based producers, showed that 
agents and distributors have 
been of overwhelming Impor- 


tance as distribution channels 
for exporters into continental 
Europe, whereas more direct 
involvement in international 
marketing will be necessary 
for success. 

However, an SIBU paper on 
European marketing ami dtetri 
button found that while UK- 
based companies increasingly 
recognised the need for sales 
subsidiaries, joint selling 
arrangements and reriprocal 
tie-ups in continental Europe, 
the extent of activity to mis 
area was stfll rather limited. 

In contrast. Prof Young 
noted a growth in the number 
of sales subsidiaries, especially 
of German and Swiss origin, 
established by foreign 
machine-tool producers in the 


(/ 


UK. Of 45 I mporte rs who took 
part in ah SIBU survey this 
year, 22 had a Mies subsid iary, 
either alone or in c ombinatio n 
with agents and distributors. 

The implications for the UK, 
Prof Young suggests, include 
increased imports and reduced 
exports. But EC trade policies 
could lead to further Japanese 
investment in the 1990a and 
increased local sourcing which, 
with greater exports, could 
turn the hafenirp around. Over 
fife past decade Imports have 
ranged from 47 yet cent to 58 
per cent of UK consumption. 

The conference was organ- 
ised by the. Economic and 
Social Research Council and 
file Boyal Institute of Interna- 
tional Afftifi-q , 
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N~ you don't have to be on a pilot’s 
salary to afford a Saab turbo. 

You can now take command of a 90 OS 
for as little as £16,345. 

(And land on the correct side of KM. 
Inspector of Taxes* tax barrier.) 

At Saab It's what we technically refer 
to as a light pressure turbo. Yet there's 
nothing Rghtweight about Its performance. 

Its 145 bhp makes for safer, more 
confident overtaking. With plenty of lower- 
down muscle, far fewer gear changes 
mean less fuel consumption around town. 

As with all Saabs, die 900S is blessed 
with our unique aircraft design philosophy 

The instrumentation, switchgear and 
controls curve round the driver, aircraft-style. 

fan the cockpit, ergonomically and ortho- 
paedically designed seats will keep you, 
the pilot, relaxed yet alert 

On the outside, its aeronautical shape 
makes it all but impervious to cross-winds. 

Just some of the reasons perhaps 
that (he 900 series rs recognised as one 
of the world's safest cars. 

So equally it should come as no 
surprise to learn that the insurance 
grouping for the 16 valve 900S is lower 
than expected for a car of its class. 

The Saab 900S, for those with a taste 
for performance and a nose for a bargain. 
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Lamont under pressure to cut interest rates 


BRIEF 


By Rachel Johnson and Peter Norman 


MR Norman Lamont, the 
chancellor of the exchequer, 
wQl be under renewed pressure 
to announce an early cut in 
interest rates after a survey 
which has provided no signs 
yet of a recovery in demand 
and output in UK manufactur- 
ing industry. 

The latest Confederation of 
British Industry monthly 
trends survey, published today, 
shows order books are continu- 
ing to weaken, and that expec- 
tations of price increases are at 
their lowest for 24 years. 

However, speaking on BBC 
Television yesterday, Mr Lam- 
ont gave no indication that he 
was planning to reduce bank 
base rates below their current 
11.5 per cent leveL He said he 
believed total output In the 
economy would recover in the 
second half of this year. The 
cuts in base rates from 15 per 
cent last October “have not 



Norman Lamont 

begun to have their effect," the 

chancellor said. 

Although he admitted that 
times were tough and difficult, 
the chancellor said there were 
“good signs” in the economy. 


The labour market was more 
flexible, with wage increases 
decelerating, and the govern- 
ment was “ malting dramatic- 
ally good progress on infla- 
tion". 

According to Mr David Wig- 
glesworth, chairman of the 
CBFs economic situation com- 
mittee, an immediate easing of 
monetary conditions is justi- 
fied by its survey of 1,445 man- 
ufacturing companies, which 
was carried out between May 
29 and June 19. 

“The continued weakness of 
order books is imposing signifi- 
cant restraints on the ability of 
manufacturers to increase 
their prices and this heralds a 
further fall in private sector 
inflation,” he says. Cuts in 
interest rates are “urgently 
needed to lift business confi- 
dence and to reduce the cost of 
financing investment in new 
equipment", he adds. 


The survey shows % per 
cent of manufacturers report- 
ing order books below normal 
and only 8 per cent saying they 
are above normal. 

The difference between the 
two, which gives the trend, 
gives a negative hahnw* of sg 
per cent, slightly less weak 
than the previous survey’s 61 
per cent but much worse than 
the 22 per cent negative bal- 
ance of June last year. 

The export picture was also 
poor, with a negative balance 
of 33 per cent reporting export 
order books below normal. 

Output, however, is expected 
to decline at a slower rate over 
the nBTt four months. A nega- 
tive balance of U per cent of 
companies said they expected 
volume to fall over the next 
four months, compared with an 
18 per cent negative balance in 
the previous survey. 

Mr Wigglesworth says the 


survey results suggest “the 
economic downturn appears to 
be slackening , but manufactur- 
ers do not yet see any sign of 
an upturn.” This conclusion is 
echoed today by Mr David 
Kern, NatWest Bank's chief 
economist and rhaimmw of the 
Society of Business Econo- 
mists 1 forecasting group. 

“The UK economy is still in 
recession, with output likely to 
remain flat in the third quarter 
of 1991, and only a modest 
upturn expected in the fourth 
quarter,” he says. 

The recovery later this year 
would depend on lower interest 
rates and lower Inflation boost- 
ing consumer confidence 
enough to trigger growth in 
spending. The group predicts 
gross domestic product to 
decline by 2 J2 per cent this 
year, compared with the offi- 
cial forecast of a 2 per cent 
darling. 



Executive of 
Aslef calls 
off ballot 


Left takes control 
of NUM executive 


By Lisa Wood and John Gapper 


LEFTWING supporters of Mr 
Arthur ScargiU, president of 
the National Union of Mine- 
workers. have gained firm con- 
trol of the union’s national 
executive committee. 

The move makes any change 
in the NlBCs refusal to negoti- 
ate with British Coal on pay 
unlikely. 

Results of a ballot far mem- 
bership of the executive com- 
mittee, which supervises the 
union, will be officially 
announced today. 

Union representatives con- 
firmed yesterday that the left 
would have a clear 9-5 major- 
ity. its first since the onion 
was set up nearly 50 years ago. 

The committee's composition 
makes it unlikely that the 
union will shift Cram its refusal 
to negotiate pay with British 
Coal because of the corpora- 
tion’s insistence that the rival 
Union of Democratic Mine- 
workers should negotiate on 
the NUM's behalf at pits where 
the UDM Is in the majority. 

At last year’s animal union 
conference the executive, then 
with a small majority for the 
right, recommended a change 
in this tactic. However, the pol- 
icy was maintained because 
tbe conference voted for Mr 
ScargilTs stance. 

Two executive committee 
members who publicly ques- 
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Arthur Scargill 


tioned Mr Scargtll's leadership 
have lost their seats in the bal- 
lot They are Mr Roy Jackson, 
who represented the Lanca- 
shire area, and Mr Ken Hol- 
lingsworth, representative of 
the Cosa white-collar section. 
They will be replaced by Mr 
Bill Pye and Mr David Mur- 
doch. 

The north-east, which for- 
merly had two executive mem- 
bers, will now have only one 
because of contraction in the 
industry. He will be Mr David 
Hopper, who defeated Mr Alan 
Cummins. The ballot result 
will further strengthen Mr 
ScargHTs position. 

Last week he was acquitted 
of charges of failing to ensure 
that the union returned accu- 
rate annual amnnnts after the 
prosecution case collapsed at 
shpffielri magistrates’ court. 

The NUM also confirmed 
yesterday that the barrister 
who conducted the inquiry into 
its finances is being sued for 
alleged breach of confidence 
following publication of his 
report in a paperback book last 
October. 

Writs have been served on 
Mr Gavin Lightman QC and on 
his publisher Penguin Books, a 
company belonging to Pearson 
which owns the Financial 
Times. The writs claim “dam- 
ages for breach of legal confi- 
dence following the unauthor- 
ised publication by Penguin of 
the Lightman Report on the 
NUM". 

The decision to sue arises 
from a resolution at a special 
delegate conference last Octo- 
ber which instructed the exec- 
utive committee of tbe union 
to take action. 

Mr Lightman was commis- 
sioned by the NUM to conduct 
an inquiry into the handling of 
union affairs during and after 
the year-long miners’ strike 
that began in 1984, following 
allegations In newspapers 
about irregularities. 

The report was presented to 
the NUM In July 1990 and was 
published last October. 


Recruitment 
of former 
offenders 
is urged 


By Alan Pike, Social 
Affairs Correspondent 


employ applicants who had 
committed offences against 


committed offences against 
other employers. 


New issue 


June 21, 1991 


Federal 

Farm Credit Banks 
Consolidated 
Systemwide Bonds 


7.45% $180,000,000 

Series Q 

Optional Principal Redemption" 


CUSIP NO. 313311 J7 8 


DUE JULY 1.1994 


Interest on the above issue payable January 1. 1992. and 
semiannually thereafter 


‘Optional Principal Bederr.piian on July 1. 1992. 
and on any semiannual imprest payment date thereafter 


Dated July 1, 1991 Price 99.96875% 


The Bonds are the joint and several obligations of 
the Banks of the Farm Credit System and are issued under the 
authority of the Farm Credit Act of 1971. The Bonds are not obligations 
of and are not guaranteed by the United States Government. 


Bonds are Available in Book-Entry Form Only. 


Federal Farm Credit Banks 
Funding Corporation 


10 Exchange Place, Suite 1401 
Jersey City, New Jersey 07302 
(201 ) 200-8000 


This announcement appears as a matter of record only. 



The Farm Credit System 


Brokers may reduce 
research services 


Aslef, the train drivers’ union, 

fast night called off a proposed 
ballot of its members for 

Industrial action, over job 
losses at British RalL 
The ballot had been ordered 
by delegates at the union's 
recent Blackpool c onfe rence, 
and was pro m pte d by the re- 
organisation of SB’s freight 
services. The union says the 


through which earnings are 
finked to .the performances .. 
of the unit In which they work. 
Hie systems considerably 
more sophisticated than 
standard boons systems whifli 
measure out put on ly. . 
Payments at GPT .Corentry 
depend on factors including 
efficiency, first time pass rates 
and maintenance. They will 
vary monthly. 

Manual unions tend to 
oppose performance-based-pay 
systems but Mr Joe Purdue, 
trade union convener,- said 
there had been little choice 

but to accept the proposals 

in the economic efimate. 

He said the company had 
a wish for a system 

based upon personal 
performance in the future. Thia 
& almost unheard of in British 
manual work. 


would make it impossible to 
continue with the Bri dlington 
rules. 


Training far 
young favoured 


TUC warns of 
disruption 


By Robert Peston 


A NATIONAL campaign to 
tackle one of the most difficult 
areas of employment - the 
recruitment of ex-offenders - 
will be launched today. 

Politicians from all parties, 
the archbishops of fa pta rf i nr y 
and York and the Confedera- 
tion of British Industry are 
among the backers of an 
Offender Employment Charter 
organised by the Apex Trust, 
tiie national organisation for 
the employment of ex-offend- 
ers. 

Studies indicate that people 
are three times more likely to 
re-offend if they become unem- 
ployed when leaving prison. 

Yet only about 10 per cent of 
the 100,000 people discharged 
from prison each year have 
jobs to go to, and many 
employers are reluctant to 
employ forms* prisoners. 

The launch of the charter 
comes at a when cuts in 
the government’s training 
budgets are Trading to the do- 
sure of many t raining schemes 
for ex-offenders. 

By August, 16 of the 22 
training centres run by the 
Apex Trust, the charity which 
provides tr aining for the 
long-term unemployed, will 
have been forced to dose. 

An Apex trust survey earlier 
this year showed that nearly 
two-thirds of private sector 
companies had no formal 
equal opportunities policy, 
and 94 per cent of those with 
policies fai led to include the 
needs of ex-offenders in them. 

The survey also found that 
IS per cent of private sector 
employers, and 3 per cent of 
those In the public sector, 
would not employ people with 
criminal records under any 
circumstances; 50 per cent of 
private companies would not 


LONDON’S biggest securities 
firms have been holding secret 
meetings to discuss whether to 
reduce the service they offer 
investment institutions and 
whether to draw up a code of 
practice to prevent companies 
pawritig on inside information 
to analysts. 

In wide-ranging discussions 
of how to improve their poor 
profitability, they debated 
whether a broker's clients 
should receive all its research 
only if the riianfa paid a speci- 
fied amount in dealing com- 
missions. 

However, the firms denied 
they were trying to establish a 
common policy. They said the 
<Uarnagift^a were informal. Mr 
Nick Stuchfield, head of equity 
trading at BZW, each firm 
had its own ideas on these 
questions. 

There have been two meet- 
ings - in Mftrch and earlier 
this month - attended by the 
haaiia of research departments 
at BZW, County NatWest, War- 
burg Securities, James Capel, 
Klein wort Benson and UBS 
Phillips & Drew. 

The first meeting, which 
Warburg did not attend, con- 
centrated on how to improve 
the profits brokers nfakp from 
the enormous investments 
they have all put into research- 
ing companies and economies. 
BZW told the meeting that in 
1990 it produced 64m printed 
pages of research. 

Notes taken at the meeting 
by one of the brokers show 
there were co n ver sa tions about 
how to make research more 
exclusive, in order to increase 
its value to clients spending 
file most 

There was also a debate 
about whether brokers should 
give fewer of their reports to 
the press and withdraw from 
electronic information services 
such as First Call, which pro- 
vides electronically a round-up 
of company comments gener- 
ated by brokers’ analysts . 

BZW has withdrawn from 
first CalL Mr Stuchfield said 


that clients became upset- if 
they reed about research in a 
newspaper before receiving it 

For the past five years, once 
the stock market was deregu- 
lated in 1986, brokers have 
made small profits or big 
losses. Stock Exchange figures 
show that in 1990 London bro- 
kers lost £3S3m in totaL 

Mr Stephen Carr, head of 
research at Warburg Securi- 
ties, said there was no question 
of the brokers faking a com* 
mon stance on how to distrib- 
ute research. 

However, he said there was 
more common ground on an 
issue raised in the second 
meeting, which was how to 
pre-empt the threat that an 
Investment analyst would be 
charged with Trmirfpr trading as 
a result of being given price 
sensitive information by a 
company he or she was 
researching. 

When companies become 
aware that brokers are fore- 
casting that they will make 
profits very different from the 
likely outcome, they have tra- 
ditionally contacted analysts 
and suggested they change 
their forecasts. Companies 
believe their r ep utations will 
be badly damaged if their 
results come as a shock to 
investors. 

An analyst who is told that 
profits are going to be? far 
; worse than the market believes 
may encourage clients to a^u 
the shares. However, the ana- 
lyst could then be accused of 
involvement in inniHw trading, 
since he or »h« has been given 
price sensitive Information not 
available to all shareholders. 

The brokers are concerned 
that the Department of Trade 
and industry is keen to crack 
down on this practice and may 
make an example of one of 
them in the courts. So at the 
brokers’ last meetin g there was 
a discussion of whether compa- 
nies should be encouraged to 
broadcast price sensitive infor- 
mation to all Investors simulta- 
neously. 


Aslef also says the move 
is the latest in a series aimed 
at preparing BR for 
privatisation. Announcing 

after a special meeting of the 
union's executive that the 
ballot would not go ahead, 

Mr Derrick Fullick, Aslef 
general se cretar y, said: “Just 
because the law ties our hands 
over tedurtrial action does 
not change the iniquities of 
what is takfngplaoe." The 
decision against the ballot was 
taken after the executive said 
it had received updated 
Information from BR about 
the closure of the Speedfink ■ 
freight service and legal 
advice from its solicitors. 


Mr Norman Willis, TUC 
general secretary, accused Mr 
Michael Howard, employment 
secretary, of risking 
disruption in British industry 
by proposing new legislation 
to and the TOC’s role in 
deriding which union should 
repres en t workers. 

Mr.WUlls said Mr Howard 
was embarking on “a 
campaign of denig ration. 


Support for compulsory 
structuredtratoiug for young 
employees has been expressed 
by a significant proportion of 
companies to a survey by the 
British Journal of Industrial 
.Relations. 

About W of the 250 

private-sector employers 
ran raea xl Indicated they 

would favour the introduction 
erf a system similar to that 
operated to Germany, where 
training of all school leavers 
entering employment is 
obligatory. 

Introduction of compulsion 
in the training of the 16-18 age 

group fa controversial. Such 

a step forms a central plank 

of Labour’s proposals on 
training. 


Holmes statue 
to be unveiled 


GPT workers 
accept scheme 


Manual workera at the - 
Coventry factory of GPT, the 
telecommunications group, 


destabilisation of British trade 
unions'” through measures 
in a green paper to be 
published next month which 
would undermine the TUCs 
Bridlington rules. 

Tlu» Bridling ton rnlas allow 
the TUC to rule on which of 
its member unions should 
represent groups of wor kers 
In cases of dispute. Tbe KETPU 
electricians’ union was 
expelled from the TUC in 1988 
for defying rulings on two of 
its single union deals. 

TUC leaders believe the ; 
measures the green paper is 
likely to suggest, giving 
individuals the right to belong 
to tiie tmiwt of their choice 


A statue of Sherlock Holmes 
is to be unvoted in 
Edinburgh’s Picardy Place 
today in memory of the 
detective’s creator Sir Arthur 
Conan Doyle who was bom 
nearby. 


Rock ’n roll for 
headmaster 


. A headmaster is quitting 
school to seek fame and 
fortune as a rock ’ll roll star. 
Guitar-playing Mr Norman 
Findlay, 44, is giving up his 
job' to try his luck in Los 
Angeles. Mr Findlay, who has 
written songs for several years. 

“Some of my colleagues 
probably think I'm mad, and 
I can’t hinmi» them. It is a real 
gamble, but 1 just want to 
make my way in life as a 
miwirim. not as a teacher”. 


^ ru- > V. Jfov#- ^ ^ v 
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APPOINTMENTS 



Changes at 

Philips’ 

companies 


■ Mr Brian Blahemore, 
regional manager of 
BARCLAYS DEVELOPMENT 
CAPITAL in Birmingham, has 
been promoted to regional 
director. 


Robert Poole as business 
manager. London and the 
southeast 


■ From July 1 PHIL IPS 
COMPONENTS and PHILIPS 
SEMICONDUCTORS will 
operate as separate commercial 
activities in the UK and 
Ireland. In addition to his 
prime responsibility as sales 
and marketing director of 
display components, Mr SJL 
Longtey will be responsible 
for managing tbe overall 
interests of the components 
activity. For passive 
components the sales and 
marketing director is Ms M JL 
Crowther, and for magnetic 
products, Mr J. Grant Mr S. 
Marsh is sales manager of the 
separate liquid crystal displays 
activity. Mr EX. Hentley is 
appointed sales and marketing 
director of Philips 
Semiconductors, part of the 
newly-formed worldwide 

product division. Mr J.VB. 

Tyndall, managing director 

of Philips Components, retires 
on June 30. 


■ THOMAS JOURDAN has 
appointed Mr Paul Elliott to 
the main board. He is 
managing director of 
subsidiary Suncrest Surrounds. 


■ Following SAF Ts • 
acquisition of the NIFE group. 
Hr Ken Pinker (pictured). 


■ Mr fanHancox has been 
appointed general manager, 
retail operations, at TOWN 
& COUNT RY BUILDING 
SOCIETY. He was assistant 
general manager 
(developments). Mr Robert 
HoDinshead becomes general 
manager, finance. He was 
finance director at Provincial 
Rant Mr Bichard Vincent hag 
been made product 
development manager. Be was 
product manager, insurance 
and foreign services, at TSB. 
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■ Mr Graham Coles has been 
appointed group finance 
director of AMBER DAY 
HOLDINGS. He joins from 
British Home Stores where 
he is finance and property 
director. 


■ NORTHERN ELECTRIC has 
appointed Mr Richard Taylor 
to the new post of financial 
controller from July L He was 
financial controller of British 
Sugar, and group chief 
accountant with Berisford 
Bristar. 



director of international 
operations, SAFT, and 
managing director of SAFT 
(UK) (to be called Safi Nife 
from July 1 ). has increased 
his responsibilities to include 
the NIFE commercial 
subsidiaries in Austria, 

Cyprus, Roland, Norway, 
Spain, Switzerland, the UK, 
and India. Mr Frank Greco 
has been promoted to the new 
post of international controller. 
He whs fjnanrg director and 
company secretary of SAFT 
(UK). Both will be based at 
Hampton, Middlesex, at Safi 
Nife, and have a Paris office 
at SAFTs international 
headquarters. 


ANY QUESTIONS? 


Everyday you hav® an array 
of questions and there are 
plenty of sources (Bee the FT) 
with the right answers. 
Finding them quickly is the 
problem, 

FT PROFILE is an online 
service which enables you in 
seconds lo answer your 
questions using over 70 
international newspapers, 
business magazines and 
specialist sources, like those 
lit the puzzle. 

To find out mom, e m p ty tele p hone 
FT PROFILE on 0932 WJ444 
or com p lete and return Bib coupon. 
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Mr Trevor Gonl-Wheeker (pic- 
tured) has been app ointed 
managing director of GESTBT- 
NER. He was marketin g coor- 
dinator. 


■ BICC CABLES, Chester, has 
appointed Mr Pat Duffy as 
manager, polymer engineering 
department, energy cables 
division. He was section head, 
polymer processing. 


■ SEDGWICK FINANCIAL 
SERVICES, benefits consulting 
division, has appointed Mr 
David Lester as business 
manager, Scotland and the 
North of England, and Mr 


■ Mr Julian Tyson -Woodcock 
has been appointed assistant 
s ecretary erf the INSURANCE 
INSTITUTE OF LONDON, 
succeeding Mr Philip 
Roberts-West who becomes 
director of finance an d 
administration. CHARTERED 
INSURANCE INSTITUTE. 
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■ Sir Leslie Fletcher has been 
appointed deputy chairman 
of RMC GROUP. 
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there are hundreds of reasons for flying to the 
States via Delta Air Lines. 

240 of them shown above. 

No other airline offers easier access to more US. des- 
tinations With daily flights hum London to Atlanta or 
Cincinnati you can take any of our 4,400 daily connections 
across the States and from 27th June we’ll also be flying 
. from Manchester. 

And because you fly Delta all the way, you only 
need one ticket uffoar final destination. 


Our network, however, is only half the story. 

Flying Delta is about customer service. (A claim 
that’s not just pie in the sky.) It’s genuinely different, more 
helpful and more friendly. 

It’s the reason we’ve been number one in passen- 
ger satisfaction among all of the major U.S. airlines for the 
past 17 years.* 

So, if you would like to make a reservation or to 
receive more reasons to fly Delta to the States, see your 
Travel Agent or call Delta on 0800 414 767. 


JlDEHAAIRIJNES 

LoveTb FfyAnd It Shows? 




1991 Delta Air Lines, Inc. *Based on consumer complaint statistics compiled by the US Department of Transportation. 
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THE WEEK AHEAD 


ECONOMICS 


Busy week in wake of G7 


GERMANY and the US, and 
the rise of the dollar against 
the D-Mark, should dominate 
the markets this week follow- 
ing yesterday’s Group of Seven 
meeting of the main industria- 
lised countries in London, 

The week's data should pro- 
vide important dues as to the 
current state of the US reces- 
sion - has it hit bottom? - 
and the intensity of German 
inflation - are import prices 
rising? In the US, personal con- 
sumption figures on Thursday 
are expected to have risen, 
while the dosely-watched lead- 
ing indicators should rise for 
the fourth successive month. 

In Germany, import price 
data due some time in the 
week should indicate whether 
the dollar's recent rise against 
the German currency threat- 
ens a tightening of monetary 
conditions. MMS International, 
the finance research company, 
predicts a May monthly rise of 
0.4 per cent, taking the annual 
rate to 3.1 per cent 
In the UK, anxieties are 
mounting about the vulnerabil- 
ity of the pound, which has 
been weakened by evidence of 
a protracted recession and 
cracks in the Conservative 
party. Trade figures out today 
could add to downward pres- 
sure on sterling if Britain's 
export performance looks fee- 
ble and imports are still 
buoyant In spite of the 


weakness of domestic demand. 
Other notable events and 
statistics, with median market 
forecasts from MMS Interna- 
tional in brackets, include:- 
Monday: Spain, regular Bank 
of Spain repo tender. Australia, 
Labor Party conference starts. 
UK, monthly trends survey, 
visible trade balance (down 
£800m), current account (down 
£700m). first quarter gross 
domestic product (down 0.6 per 
cent on quarter, down 2J5 per 
cent on year) New Zealand, 
May trade balance. Canada, 
wholesale trade for May. 

Tuesday: France, regular 
Beregovoy press conference. 
US, May durable goods orders 
(up L85 per cent), durable ship- 
ments, existing home sales, 
auto sales June 11-20 (6,2m), 
June consumer confidence. 
France, May trade balance 
(down FFr 3.7bn). Japan, lead- 
ing diffusion index for April. 
Australia, May manufacturing 
production, preliminary. Can- 
ada, April foreign bond hold- 
ings. 

Wednesday: Japan, Bank of 
Japan governor’s regular press 
conference. US, final first quar- 
ter gross national product 
(down 2.6 per cent), deflator 
(5.2 per cent), first quarter 
post-tax profits (down 5.6 per 
cent). UK, May building society 
new commitments (£3.5bn). 
Japan, retail sales for May (4.5 
per cent on year) and industrial 


production (up 2£ per emit). 
Thursday: Germany, Bundes- 
bank council meeting (no rate 
rise expected). Australia, man- 
ufacturing Input price index 
for April, 2nd quarter job 
vacancies. US, May personal 
income (up 0.5 per cent), con- 
sumption expenditure (up OB 
per cent). Canada, April build- 
ing permits, average weekly 

Amningfl 

Friday: Luxembourg, EC coun- 
cil meeting. US, May leading 
indicators (np 0J5 per cent), 
June Chicago NAPM, agricul- 
ture prices, May bank credit, 
industrial and commercial 
loans. UK, first quarter savings 
ratio (10B pm cent), real per- 
sonal disposable Income, indus- 
trial and commercial compa- 
nies financial deficit. Japan, 
June Tokyo consumer prices 
index (34 per cent). May unem- 
ployment Canada, April GDP 
at factor cost (04 per cent), 
first quarter capacity utilisa- 
tion. 

During the week: France, May 
unemployment rate (9.5 per 
cent), manufactured goods con- 
sumption. Japan, May con- 
struction orders, housing starts 
(down 21 per cent on year), 
May trade figures, wholesale 
price index. Germany, Import 
prices (0.4 per cent), prelimi- 
nary (04 per cent on month) 
and regional cost of living. 

Rachel Johnson 


RESULTS DUE 


THE recently privatised water 
companies, whose reports are 
flooding in this week, are prov- 
ing largely recession proof, 
with costs contained while 
demand has risen. Prices have 
gone up by 12-14 per cent, and 
companies with spare cash will 
earn handsome Interest too. 

Forecasts for Southern 
Water, reporting tomorrow, axe 
for pre-tax profits of £95m, up 
from the pro-forma £84. lm. 
Wessex Water, on Thursday, is 
expected to produce up to £62m 
pre-tax compared to a pro- 
forma £564m. 

However, Northumbrian 
Water is likely to see pretax 
profits fall to about £47m from 
a pro-forma £S4.8m, when it 
announces on Wednesday, due 
to substantial costs incurred as 
it built op capacity. 

The regional electricity com- 
panies are likely to follow the 
pattern set by East Badlands 
Electricity, producing better 
results than forecast in their 
flotation prospectuses. London 
Electricity is expected to 
report pre-tax profits of near 
£130m against the £1 15.6m pro- 
spectus forecast. 

Southern Elec tricity should 
make £136m pre-tax against 
prospectus forecasts of 
£122. 7m, while North West 
Electricity is expected to make 
£80m pre-tax compared to the 
£63 .2m forecast. National 
Power, one of the two electric- 
ity generators, should make 
£4 75m pre-tax against a pro- 
spectus forecast of £465m. 


UK COMPANIES 


■TODAY 

COMPANY MEETINGS: 

Future O ip. Wllmatoer Mott Howe. 
AUrmeham Road. Wllnahm. 
Cheshire. I ZOO 

North British Canadian liw. 28. 
Charlotte Squu*. Edlnfawnh. I2J0 
Stratton Inv. TiC 155. D feltopegf. 
E.C.Z30 


BOARD 


'. Savoy HH. Strand. W.C.. 12.00 
RDMEETMO& 


Allan 

Amber hd. 
Caitflmmni Stationary 
Outturn (D.aj 
Etonbroofc Prep*. 
Hatcher Kina 
Harietgb Into. 

Hardy CHIC Oat 
Ten HMga. 

Whltecrofl 


Aktau* 


Parti Place, st Jamaa'i Sawn. 
S.W.. tZOO 

Prmvtlno. Tho Brewery. Cft ta wett 
Street. EC.. 12.30 
SHanttrigM HMgs.. Stlencnlghl 
Etthlbillon Caaba. Sana north. 
Coin*. Lone*.. 12.00 
Sovereign Oil A Gas, Conrad Hotel. 
C h M i a a Harbour. &W„ 1 1 JO 
BOARD MEETINGS: 

American Business Systems 
Butgln (AJ 7 .) 

CMberduun Totnon & CMrmodta 

EKJ 

Hal me 

Kakuzi 

Mcralac 

NSM 

Notional Power 
Northumbrian Fine Foods 

ptatnn Int 

Ana Foods 


SoUhufl. W. Midlands, u JO 
CUyNtfM. Nml a Mtttory Chib. 

94. Piccadilly. W.. 1100 
Forward Grp. Hedging Lana, 
Doattdll, Tsmworth, Stotts.. 12.00 
London A Ansae. Inv. Tet. , 30-34. 
Now Bridge Street. EC. 12.00 
Mercury Asset Management, 33. 
King Wimnm Street. E.G., n.oo 
Palma Gm~ Grand Hotel, Uricoe M r. 
ms 

Securities TsL cl SooOand. 29. 
Charlotte Square. Erinburgh. 1Z90 
Warburg (S.Q.J. i, Ftnobixy Annuo. 
E.C.. 12.00 

YDrtr Water. Landal Tower. York. 
1200 

BOARD MEETINGS: 


FR Grp., Palnteni' Hall, 9. unto 
Trinity Lana. EC, 1200 
Garrard & NaSonaL 33, Lambert 
Street. EC, 1200 
Ocean WBeons. Great Eaetorn 
HoW. Liverpool Sheet, EC., 1200 
Pabnaon. 2 BaAer Street w, 1130 
Sootttta Mortgage 1 Tsl. 12 
GtonHnie* Snot Edinburgh. 11.00 
TVtam. Breakfast Tefevtaan Contra, 
HswMy Crescent N.W., 11 JO 
Ykila Cano. Great Eastern Hotel 
Liverpool Street EC,. 1200 
BOARD MEETMG8: 


BPS bids. 

Berkeley Orp 


Ittg, 


Polar 


Southern Water 


COMPANY MEETINGS: 

Goitnraro American Securttie*. 

Garmore House. 19-11 Monument 

Etreet EC, 1230 

Helene. Remade Hotel. Berners 

Street W_ 11.30 

Janrie. ST. Great Eastern Street 

EC, 11.00 

Jove htv. TeL. 90. Chansrlttiuse 
Street EC, 030 
Moss Bras. Barber-Surgeons' HsB. 
MoMcwefl Square. EC, 1200 
New England Properdee. Royal 
Ove rs ee s Leegua. Overseas House. 


Westport 


Aukatt Associates 
G.T. Asia (Starting) Fd. 


MriaFd. 

■ WEDNESDAY JUKH 

COMPANY MEETINGS: 

AMrusl New Baopeen Inv. Tat. 

90. Charterhouse Street EC, 4J0 
Atoerty hpr. TsL. Port ol Liverpool 
Butting. Pier Head. Liverpool 230 
BM88, 41, Tower MO. EC, 1200 
8SG Int. Nadonal Motorcycle 
Museum. Coventry Road. Btckartfllll. 


Bromagrove tod*. 

Comaffte In*. 

ERF 

Hogg Rdblnaon 
KawmSyManu 
Norvreb 

Northumbrian Water 

ScaiMmk: 

Wagon tods- 
WMney 

Davenport Vernon 
Exmoor Duel Inv. TsL 
■THURSDAY JUNE 27 

COMPANY MSUNGS: 

Barry B4reh A Noble. 32 Portland 

Place. W, 11 JO 

British A American Film. 214, The 
Chamber*. Chetsee Harbour. S.W, 
1215 

Central inti. TV. Conmi House. 
Broad St, BbralmAiaiii. 1200 


CBtedmia Inve. 

Graham wood 
Greycoat 

I A S Optimum I no. Tot 
London Bodridty 
RoOwnanalnL 

Scottish A Mercantile Inv. TsL 

Seamen Power 

Tams (John) 

TOO 

Wseaea Water 
WSSlMW 


EC, 1030 . 

BOA Hkfgs., Rxmtiera Court 
LMMHjry. EC, 1200 
BMsn (Percy). BfRon House. 
Uxbridge Hoed. EsBng, W, 1200 
ChUkigton. Saddlers' Ml Quosr 
Lane. CheapNde. EC. 1200 
European Colour. 1. PuddM Dock. 
Bfeddrtars. E.C.. 1200 
Fa rroraat Feundere Court 
Lothbury. EC. 500 
HewtaJ Whiting, OraM Halt Princa 
Charles Avenue. Orson, Ena. 
11.00 

Mscdonsid Martin Dtatttartae, 180. 
CenmatcW Bneat LttttL 
Edinburgh, 1200 

Mlti-Stota*, 11, Davcnahlra Square, 
i- iojoo 

South 8 an ordal *re water. Green 
Lana. WMsaL 12J0 
Trtmoco, 77. London Rood. 

BmiretoW*. 1200 

BOARD MEETINGS: 


da Moigen 
Danes Inv. Tst 
Beet A Gan. Inv. Tst 


B adte ta m Grp. 

Ctyda Blowers 
Hardy a Hansons 
Lea (Arthur) 

Lonrtio 

■ FRIDAY JUNE If 
COMPANY MEET1N08! 

ASM ParamMpe. TOO. Uverpoel 
Street EC. 1U0 
Antarat Grp.. 41. Tcnvttr hui 


Sytlone 

Trane World Contis. 


Anglia Secure Homes 
AntpteTV 

First National Ftnanca Cap. 
Spayhawk 

Company mooting* ora annuo/ 
general meeffaps urdss s cttiorw fo o 
ass led. 


DIVIDEND & INTEREST PAYMENTS 


■TODAY 
Bank ol muss Tjp 

IndM (Sous Bk of) Rig. Rais nb. 1887 
$390.06 

Manchester 3% ftd. Corn. 1928 fer after) 
ifepe. 

□o. 4 % Con*. 2 pc. 

Ma ftopo Bta n WaMr Kant Mttttr 3% Ob. 

1*2 po. 

Sahteftwy (AKCapkal) 5% Cv. Cap. Btia. 

VMthfp, 

SeotBeti TV SOp 

Setiiabys Mdga. A UnAflg. ISO*. 
Tomkinsont 25p 
Total PMrtUos B FF2S 
■Toaconnow 
Hernias OBota. 

T880fKRi.Ptg.Hd.pt (CfeM B) 0J817p 
■ WEDNESDAY JUNE 28 
Atomy tarn. Til Up 
Brtooi 8% Ob. 1968/93 4pc. 

Da 10^% Ob. 1391198 bepa 
Da BJ|% Un. In. 3UUNT 3&pa 
DO. Uk Ln. SOOaW 3% pa 
HambwienSMs. 

Meat Brea 3Jp 
srrauon biv. Tst UOp 

Tendriog Hundred Water 94) % Rd. Pt 1880 
4J75p 

■THURSDAY JIM XT 
Argte^BMg. Sodaty Rig. Rate Ms. 1399 

Co mm a ra aaJth Btnl AttsssUa W Year 
Gkt Ext F&g. RaM Cap. Nt*. 330749 
Graitiptot TV WVM- A 34p 
Nat A Ptotrindsl BMg. Sodaty FHg. ROM 
Nt*. 1998 CUB. 11 


Hod* Property 8*« % Gal. Un. Ln. W97 
Scandinavian Rn. FBg. Ran Bar. NHL Dec 


Thants 5p 

Tokyo Tatamano 794 BA. 1987 8%pa 
■ FRDAYJU8EM 
Abtrutt New Eta* Inv. Tat. DJSp 
Aklcan Dev. Bk. Sub. Rig. Rale Ma. 1986 
3387 JB 

Alex A Alex 25cta 
Do. CtessC MJOp 
Aleotmtdara Mdga3J28p 
Am. Cyenandd 37 Jet*. 

Anglo Sc en ts navi an biv. RL 2J3p 

Ash A Lacy IK Db. 18B7/9C 4pa 

AaMay Grp. <L7Gp 

Awn Rubber Sp 

Do. 44TK Cm. PI 246p 

SenuMen Kfldgs. 1st Mg. Db. 18881 

Da sVx Un. Ln. 2002M7 4^1 pc. 

Bsrratt Dev*. 8>Z% Uil La 1992187 3lt pa 
Stack A Dealer tOds. 

Bamtwpe 7H Un. Ln. 1«aonH3Hpc. 
Bowyera 9liK Ua In. 199W9G 4*pc. 
Britaenlc Assurance 59t Tex-Free CriL PL 

IS A Am. FBm Hdgt. BJp 
Cheater Must 1H|K Rd. Db. 188812000 
6ft pc. 

DA BK Ra Ob. 1882184 4pa 
Da 7%% Rd. Da 1881/83 34sp 
CRy of Oxford Inv. TeL Ino. i j . _ 
Collateral toed Mortgage Mlg. Becked FBg. 
RMaNta. MS BBM 
Catmen bn*. Sli% let Mlg. Dtx 1980181 
4% pc. 

CaM. ailnots Owraeea Rn.GM.Fng. Rata 
Sub. Ms. 18B43MBJ1 
Copenhagen Handetabank Sub. Ffta Rata 
Ms. 2000 S39A87 

Crafgtae Comb. Sec*. 81*94 UtMlg. 

1900181 41, pc. 

Crude bn. 0J«t Cm. Pt 28Bp 
Da 0JTK Cm. PL ajp 

Defwa Seea. Yie 

DeHcM Kangya BE Y42S 
Daweongrum Up 
EMAP 6« Cm. PL L7Sp 
Everad Barden SACK Cm. PL 1J29p 
Do. 1L29p Cm. Hd. Pt. 2006 6JQSP 
Forromet (LOGp 

n amtng Oversee* biv. TbL 20p 
Fafkaabmo A Dtatrlct Water 2BM PL (Non! 
Cm.) 14pc. 

Da 11ts% Rd. Db. 2004 &73pc 
Oa K Parp. Db. ilgp* 

Da 4% Perp. Ob. 2pc 

Fbassr (John) 4»j% Cm. PL IJTBp 

R4I BE Y4.E! . 

Futcnira btv.Ts4.5Jp 
GKN 0<s% Un. Ln. 180W88 3ltpa 
GtOlfUK) 10 tjHOtd-Oa 199083 S(« Pt 
Da 74>K GbLOb. 1907782 (2nd Ser) 4% pa 
Da ibI.% GbL Ob. M82I87 5>,pa 
Da 9*|K GML D*l 19BU884%pa 
Da 74|H GU. DE 1887192 ifpc. 

OH (htdasj lflijta fold Cm. PL SJSp 

Gartmora Value bns. IJp 

Goa AaMmt47\H Ua Ln. 189397 3%pa 

Do. 7>iW Ua La 1807IB2 31, pa 

O lee s on (MJ) 212p 

Qranetta Gipl 7 Jp Ov. PL 3J3p 

Great UnlvJKaraa 8%H Rd. Ua La 3 Ape. 

Da 3%« Hd. Ua La 2apa 

DaelrKUaLa 1flmW4i,pa 

Greet W t atasrn Reg Cteee A 25p 

Guertfan A M a nch eata r E var d np News 4% 


CONTRACTS & TENDERS 



Reg ione Autonoma Valle d’Aosta 
Region Autonome Vallee d’Aoste 

RB««AL 0 f THE CONCESSION FOR THE CASMO DClAWUiff ST. VNCENi;AOS»,nW 

TheAiitononxusRegk)rcifVafled‘Aos1aai¥iowKesttxitfhecofX£ssk^forth8operafton 
of Itie Casino de la VaSee, located in fhe munttipaliiy of 51. Vincert, wfll expire or Febawy 7. 
1992. 

Due to Ihe vay specW nature of the concesston's subset matter, fhe Autonomous Region 
of Valle tfAosJa befeves lhat all companies Interested in participating in the future procedure 
of award should meet the following general requirements: 

- Stock corporations with share capital of cd lets! 10 bSkm Italian bos. 

• Disclosure aid reliability of Ihe slxxehoidefs. 

- Al lead five years experience of successful management of Hofan or foreign casinos or. 
alternallvely.mwiagemartofentrepreneuftolorfirxHKidacHYittesw^atomoverofat 
leas) 100 bffion liras. 

• Proven managerial attfily. 

-Assetewcofla^ofrt!eas146bnfanIirastoguc!fOTleeaKira^cunentlevelafhc)ome. 

- Available funds of approximately 70 bfiion Bros lo invest in development. 

- Availability of casino-related infrastructures or of sufficient capital to acquire or to buU 
them. 

Al further decisions regarding participants' subjective aid objective requirements will be 
made in accordaice with the provisions foreseen by low. 

Responses ta this announcement, whkh constitutes neither a cal far bids, nor an Invitation 
to bid, nor anything of Ihe kind, are not to any way binding upon the Regional Administration 
and have no effect upon its future decisions. 

Afl interested companies are invited to provide appropriate documentation attesting to 
their meeting the above requirements. This documentation must be received by july 15. 1991. 
6 pm. aid must be addressed to: 

Segreteria defia Presidenza della Gfunto Regione Autonoma Vble (f Aosta 
Pxza Albert Defayes, 1 - TTWO Aosta, ttdy 



LEGAL NOTICE 


NOTICE OF CREDITORS MEETBfG 
UPPERSTAR LMTIED M HECCIVBWMP 


“ $9CU<m 48 - mnlMKi Act 1809. that a 
MEtTWO oltti* CR EDITORS of Ihi oMv* named company urill bo held at 43 Tomlo 

rt hsvhtg Md batara It Pm 

report prapa red by dm Jsm AdmlnMiratfva ftacatveta in accantanea wtdi Dm said 
MOfon ana R Dtaugtt fn. appampng a CantmHtaa. 

Ctw y ° r * J ,>1 ?* c to y iw tro wh0,| v eaaured ere ran entitled to attend or vow at ihe 
nManng. Crsdnor* who ora partly sacurad may only vato In reaped of Dm balance of the 

creditor In respect « a data dua on. ar saeured by. a bull of exchange or tromlmn 
n°« must treat DM BabUily of any person who fa Sable on toe bin aiecKkifly 
company as a sacurfly held by IWn (unfau Dial other parson I* subtaci la ■ Banfcruney 
order or in nqukUUan) 

Craam wiNHng to sou a Dm maedng rami ledge a written aUMraeni of either toelr 
ctafm wun us it Cork Gully. 43 Tempta Row. Brnwr^htm, 02 SJT no tutor own 12 noon 

m 1 July mi. Fbrmi of proxy are or«to*sd which. 11 iniandad a, be used, musi also bo 

lodgad with us by dial tons PhoUXtoptaa (Including fond mptos) ora not Mraptohi. 

DATED iMa 14 day of Juno 1991. 

tan N Canuthara 

Joint Admfninrsttvs Receiver 


CLUBS 


EVE has outDvml others due to policy of Ulr 
play and value far money. Supper tram 
1 0-230 am. Glamorawi hoataaaaa. exciting 
cabaret 189 Regent SL W1 071-734 0557 


PERSONAL 


AUTHORS Your bock oublWtad. Detailifm 
caUiwr Pr*** of London. 13 KMghtaorldoa 
Green. London, swix 7QL 


WARD A COMPANY 
(BIRMINGHAM) LIMITED 

Mflfciered number: T02S024 

Nature ol business: JawaB ar y Manulaefura 

and TVhofoeala. 

Trade otaasMeaden: Omar Maauteture 

Data ■ appnbma em of Jator sdnUntatradve 

rectivara: 11 June 1091 

Name ■ person appointing Dm |olni KbiUnto- 

■rattve recefvenc Nadonal Wenmlnator Bank 

Bo 

David Robert WIBen and David John Cortiey 
JaM AdinMatndva D ec al rare 
(Office holder nee 5873 and 1089) of Cork 
Bully. 48 Temple Row. Birmingham. B2 SJ7 


RENTALS 


KENWOODS 

RENTAL 


QUALITY FURNISHED 
FLAT! AND HOUSES 
Start and Una Ull 
23 SL, UedM W2 UA 
Till 071-402 2271 Tetato 2S271 
Fax; (071) ZA2 3730 


TRADE FAIRS. EXHIBITIONS & ^ 
CONFERENCES i 


CONFERENCES 


JULY U 

Simnbitfoa in UK 
Msnntactaxiiig ImhutxY 
Reports the nauis bom a pecently 
comp tao d itody on ibe use and beoefia 
of ibis tadanqae. Attendee* win have 
the opportunity id ctxuribniE to *od 
ooflabonie in ftura programmes. 
Otgnniscd by The Manaeaneut 
Consulting Group on behalf of ihe 
Simulation Study Group. No Fee. 

Cm London. 

Conucc Sue Maddox 
■n± 0203 692408 
Fax: 0203 092430 

LONDON 


SEPTEMBER 23 
LIFE INSURANCE IN 
EUROPE:b Annua mt tbe Way 
Forward 

AgaHW a background of rapidly 
advancing Euro deregulation in 
financial services, banka tod insurance 
com panics arc squaring up lo figtn the 
budr for die Ufr inxtnance market- 
Indusoy leaders in both anas will 
analyse ibcir chances of tucxxss. 
CorQci The Economist ConTcreitco 
Unit on 07 1 976 65565 

LONDON 


SEPTEMBER 30- 
OCTOBER 4 

DAVID HUTCHINS ASSOCIATES' 
QUALITY WEEK A week oT 
Intemafimad Huai Quality tvato at 
(he Cafe Royal - Tool Quality User’s 
Convention - Matcotm Baldridge 
Award Workshop -JUEAN Making 

Qualify Happen. Canucc Saks A 
Conference Dept. David Huddns 
Aseoriacian. 

Tet 0344 287 \2 Fax: 0344 1396 B 

LONDON 


OCTOBER 3 & 4 

Venture Forum Europe '91 
Hold Inter Cdntneual, London 
Enquiries: Financial Timex Conference 
Oigmiatiion 
Teb 071-925 2323 

FaxiOTI-MSJLH 

LONDON 


OCTOBER 7 
The Chattenge of s New Enrnpc: 
Strategies. Opportunities and 
Risks 

Hotel IntoComiDcniiil. London 
Enquiries: Financial Tunes Gnfa«ncc 

Oi ^dnUshnn 

TeL' 071 -9W 2323 
Fax: 071-MS 2123 

LONDON 


OCTOBER 7-B 

EFFECTIVE MANAGEMENT 
OF TT SECURITY 
Uda informative two day co nfere nce 
will expaae weaknesses, and provide 
die practical eotuxlaasio ITSecnriiy. 
Co n fa te Dce Ogangnrs : DR 
Scientific & Tfccimjcal Diviaoc 
Contact: Canmer Services aa 
071587 1117 

LONDON 


OCTOBER 31 - 
NOVEMBER 1 
World Mobile 
Communications 
Hotel hnoCo n ti n e ma l. London 
Enquiries: Financial Tones 
Conference Organisation 
Tel: 071-925 2323 
Fax:071-925 2125 

LONDON 


NOVEMBER 14&I5 

World Electricity 
Hotel fatet C o roiivnrjd . London 
Enquiries: Financial Times 
Conference Organisalioo 

Td: 071-925 2323 
Pax: 07 1-925 2 1 25 

LONDON 


JULY 9 & 10 

Managing Financial Risks 
Kota] latctCo mi nenral. London 
Enquiries: financial Timex 
Conference Ogarritatum 
Tbt 07 1 -925 2323 
Fax: 071-923 2125 

LONDON 



NOVEMBER 7& 8 

Finance, In vestment and 
TVade wtth Csednsiavslris 
Had Diptomai, Plaque 
Enquiries: Raandal Tinm 
CarfHtaee Otynumipn 
Tct 071-925 2323 
Fax:071-925 2125 

PRAQUE 


To advertise in this section please call 
Mark Hall-Smith on 071-873 3580 


QiiPLI^p 

Halttmc Bldg. SocMy Rig. Rato Lit. Nta. 
1988 (Bar. AJ £44.78 
Haaatani SjBK Cm. K 2ftp 
HfggeA Hm 7% Cm. Pt 14Sp 
Hlghtandi & Lowtande 7 J*4Ki 
Honda Y7 

Hunting 4J% Cm. FL 3.1p 

tot Inv. Tit co. of Jersey 13H Cm. M. 

PLILSp 

Jeraay PtuonlxIbL 1.t26p 
Jayaa GmUp 
KaJteMY7JS 

KJfita KeBM frtv*. M30.NT1 
Klrfn Brewery 4JSeta. 

Knm Bk. YL6 
Marlin Marietta 373co. 

Mttii Marketing gourd R®. Rato Nta. 1*B 
C15BJ2 

MtaubfoN BL Y4J25 
MbaibtaN Carp. Y4 
MtoubhlU EfoCL TS.0 
MtaubtaN T*L a Banking Y4JS 
Mfaul Tniyo Kobe Bk. Y425 
NEC VB ' 

H s flqnwMe Anteta BMg. Soctety Rfg. Rata 
Mt. W8G (Snd Sf.) C44.66 


t Inv. TeL a 7 Sp 
Fnmtiar Grp. 42 cta. 

Pubtin Service Enterprise Qrp. 53 ctS. 

Mygn 7\K Un Ln. 180WB1 3^ pc. 
R^^Bk. gf Canada FDg. RaM Ob. 2003 

Royal Bk. el BegtiMti S*r, A Non/Cnt Dohaf 

PL 7031 SGebL 

SrnvMBk. Y4JH 

SraurM biaftataoh) 8 H Cm. Pt SJiSItp 

1&3SP 
• Y 4 J 3 

Stanltooto TeL S SanUqg Y4J5 
Sutton (Metric! Water Db. iHD 6 - 
Do. 0% Wv Jtapo. 

Do. 7ixN Rd. Ob. 1881/83 SVpe. 

TDK YB 

TB8 Parp. Flig. Rata Ms. C381.M 
Takare 11J% IteMtg. Ob. 2014 SJpe 

t Gee Pipeline 10% CIS Cv. Un. 


- Do. B3|% UhL Ln. 1S9V98 4%gd. 

Caraaen kora 7V« Db- 193W97 8%pa 

Casket 1026% Cm. Pf- &l2Sp _ 

Charitnod Adtanw 0VH Tal Mtg- Db. MW 
96 4% pc. 

CHanwe 7% Cm Pf. ZMp 
ChUUngton8%Ov. Un. Lit 19Md%B 
CHy Ska Estates 7% Cv. Un. Ln. m 
3ljpa 

Ctfyvialon &5H Cv. Cm. Rd. PL 4J5p . . 
Ctayf«rtinl% 1« Mg- Db- 2010 5>2pe. 

Cfycfe Port Authority 3\ IrilL 1 ^pt. 

Do. 4%brd.3*L 

Coals Patans 0% % un. Ln. 3002407 Sispc. 
□o. dtg% Un. Ln. ZXEHE 2<4PO. 

Do. 7>1K (Jn. Ln. 18BOM3 Slipo. 

Conbon 7\% Un. Ln. 1892*73 
Conti. Bk. 23d*. 

Cookson 7% Cm. PL 2.40b 
Dalpsiy S>3% Rd. Db I9&f85 34|pc. 
do. a<t%Rt: ob neans4>ipc. 

Dana 8% Un. Ln. T6BH82 4<2ptt 
Deed Sm Worm 3% Db.20Q22>ipc. • 

Mnnhama 7U« 2nd Oh. WBWW3Spe. 
Dsita 43% Cm. latPL 9iip 
Do. 3.i0% cm. aid pl i Jrep 
Daneora B29K Cm. Cv. Rd. PL3.I23P 
Denmark (Kktpdofn oQ 18% Ln. 2008 0**pe. 
Darby Tat 7l* % Rt 190W2003 3Vpc. 

10^% Un. Ln. 1800*1 0V pc. 


Do 7 % Rtf. Db. fWlflBJfjpe. 

Do. 4% Perp, Oh. apt 
Do. 8% P«P- *5^pc. 
Do.0%Rtf.Db.«8OT44pc 

MktiandBk. 10 )t% Sob.Un. Ln- 

Si 7 h% Sub. Un. tAiW 3 «^ Jjkoc- 
More OToirelf W% 3 atiCm-»*P 
Modtfow (A & J) 7 % Cm. Pt 145 p 

Murray M. 4 % Db. dm 

NSM Mp Cv. Cm. Rd. Ff. 433 P . . . 
Haroorouoh Plants. 20% Ctn. nv 
Nat Wosi Bk. 8 % Site. Un. Ln. IBMtfljpe. 
Nowey Qrp. 5 % Cm. Pt L 75 p. 

Nowa toL 7 % M Cm PL 3 . 4 fip 
Do. 8 % 2 nd Cm. PL 250 
Nexus 7 %% IMMfg.Db 18 B 7 f 833 %pc. 
Northern Eng. 9573 % Cm PL 2 Jl®Sp 
00 .- 3 % Cm. Rd. PL l 5 p 
Do. 11 % On. PL SJEp 


On! 7% UR. Ln. anVKSjiPC. 

Do. 9% Un. LA W»5 4l*pt 



Bk. BJ% Cm. Pt- «P 
Kenyan M. 0 . 75 % Ov. Pt 


1 8% Cm. PL t.7Sp 
Eset Lance. Paper 7 *t% Un. Ln. 1007/82 
34tpo. 

East Rand Gold I6J% Un.Ov.Db.dHB/ 
01 71 * pa. , 

Eaetaalaatical Ins. OOleo »% Rd. 2nd Cm 
pi. sp 

Baa. A Gan. bn. 1 0 . 1 % Db. 1887/3002 
SJSpC. 

Btimss & 25 p Cv. Cm. Hd. K 0326 ^ 

i pc. 


Ln. 1881/96 Spa 
Total Bk. YA 7 S 
TaeMbsYS 

Town Cam* Secs. O.Bp 

Toyc Trt A Banking Y4J6 

Value i toe. 0 L»% Cm Cv. Rd. PL 3 . 125 P 

w*ta Fargo Rig. Rata Sob. Cap. ms. U 87 

S 158 JB 

Da FBg. Rate Sub. NM. H 82 S 40 JM 
Do. Rto. Hate Sub. Nta. 2000 847.15 
Yarfnhira tot Hn. GU. Ftig. Rata Nta. «84 

emu 

■SATURDAY JUM 28 

Arlington Bm m. D%% Cm. Rd. PL 2008 4 J 3 p 

Edtaborglt tov. TIL 11 > 3 % Ob. 2014 Mix. 

Eatataa A Agency 3 >z% Cm. Hd PL L 7 Bp 

Da 11 . 20 % IK Mtg. Db. 2020 S. 6230 C- 

Qraoiptan Hog*. 7 % Cm. PL 2 . 45 fr 

Lon. A Edhtouitfi Ta 8 ^% IK Cm Rd. 

PL 8018 4 ^ 43 /Sp 

MacaBamGtatavst 0 Lt% Ov. Un. La 20 « 

sfopa 

Mbf- 3 quBteni Water £ 46 % Perp. Pf. 1 - 225 p 
Do. 10 % Rd. Db. ugam ope. 

Da 3 b% Perp. Ob. lit pa 
Da 7 %% Rd. Db. 1881/83 J)*pa 
Da 5 % Perp- Db. 2 *ipe. 

Da 8 >«% Ra Oa 1881/83 41 , pa 
Uomde t i eastern tov. tat 4 >a% Cm PL 
IJTSp 

Sootitth National TeL 8 % Cm. PL 2.1 p 
UnHevarMi% Un. In. 1991/2000 2 ^ pa 
Da 0 >t% ua Ln. nBU 200 B 3 J.pa 
Da 9 % Ua La 1981/2000 4 pa 
Da Bit % lln. La 1881/2004 4 1 * pc. 

Da Qie% Ua Ln 188 V 200 * 4 £pc. 

■ SUNDAY JUNE 10 

■ 7 t* % A Db. 190 UK 3 ^ pa 
AMEC 16 % Ua La 1882 T.Spc 
AMgHt & WBaon 0 % Db. 1887/82 4 pa 
Anted London Prapa 101 «% let Mg. Da 
3025 A pa 

Allied Parmorahlp 10 % Cm Cv. Rd. Pf. 

AHod-Lyoos 1 H% Db. 2008 6 Apa 
AOnatt London Prapa 71 ]% let Mtg. Db. 
1980186 S 4 t pa 

Da 61 (% tal Mlg. Db. 19 B 0 na Mpa 
Aeda Prop. S>«% Cv. Cm. Rd. PI. 2 J 0 Zap 
Aaaoa Lataara 7 *i% Ua La 1880/94 Uipa 
Avdal T 0 >] % Ua La HHOmS^pa 

bicc 7 I(% oa wans otfcpa 

BOC 4 J 6 % Cm. PL 2 J 78 p 
Da 2 J% Cm 2 nd PL 1 j 4 p 
Da U% Cm 2 nd Pt I.TSp 
BBS InL 7 % la Mtg Db. 1883/80 3 >zpa 
Oa 9 A% lot Mlg. DU 1888/88 4 Jipa 
Da 121 *% Ua la 198 MB 6 >« 

Barings 7 (t% Cm. 1 WPL 
Da Sit % Cm. 1 st PI. 2 J 7 Sp 
Da 8 % Cm. 2 nd PL 4 p 
Da 0 % Cm tat PL 4 p 
Bluttblrd Toy* 12 % Cv. Un. La. 2006 6 pa 
BocUnraan Ua La 200005 4 Vpa 
Da 0 > 2 %cv. ua La axtf 064 \pa 
Brabne (TF*JH}«% Cm PL 2 . 1 p 
Bttt. Alcan AlianMnm W>a% Db. 1808 / 
MsVpa 

Brh.FWtog» 5 J% Cv.Rd, PL 2 . 75 P 
BrtL Gtdans (Oomarara RM 4 % Parpi Spa 
Brit Pofytoene 7 «s% Cm Cv. Rd. Pf. 3 . 73 P 
BriL Shoe 8 > 2 % Cm. PL 1 Z 73 P 
Da S%% Cm Snd Pf. 2M23 d 
Brtxun Edb 6 % Cm. H. 0 J 7 Qp 
Da 11 U% lot Mg. Db. 2023 s’* pc. 

Da 1070 % tal Mb- Ob. 2026 SJTSpe 
Da 8 J% 1 M Mtg. Db. 2025 44 pa 
Da 8 % 1 st Mlg. Db. 1882187 4 %pa 
Brawtatonar 0 % Cm. Pf. 2 . 1 p 
Brunnar tov.TM. 8 % Cm PL 1.750 
Bwtord WW.% let Mlg. 08.2014 S &pc. 
ButtnaB% 2 adM 1 g.Db. 19 B 2 /B 74 pa 
COW 7 p Cm. Cv. Rd. PL 2008 & 6 p 
Catabraod Robey 8 >a% Ua La 1885/88 
4^4 pc. 

Capu 6 Courtiaa 42 % Cm Pt 2 .ip 
DaB\% let Mtg. Db. 2027 4 « pc. 

Da 111 *% Ming. Db. 2021 2 J 208 pa 


C ra ranta Brewery 5 % Cm PL 176 P 
everad Benton 7 J 6 p Ov. Rd. PI. l.tBp 
Finlay (Janres) 42 % Cm tat PL 2 - 1 p 
Da 42 % Cm. 2 nd Pt Zip 
Da 5 % Cm. 2 nd PI. Zfip 
Flaming Am. tov. TM. 0 % Cm. Pt lJ 5 p 
Da 7 % Cv. Ua La 1899 3 ^ pc. 

Da 6 % Ul La 19 B 7 /B 2 21 ] pa 
Remtog Ctaverhotne 11 % Dta 2000 S*] pc. 


Retiring Overseas 5% Cm P L 


& Cafoatai Inv. Tet 


DU 


Foreign A Cat Reserve Asset Pig. AtL Pt 


l (Short Term S Anutal : 

Da Clan B (Short Term Multi Cor. Asseta) 
01CM, 

Da Ciaea c a Bda) 40cta 
Oa Class D (Midll Curr BdeJ Dicta. 

Oo. Ctoae E (G BdeJ 43p 

Da Class P (DM Bda) DMDL30 

Da Ores Q (Yen Bda) YS 

Oa Ore* H Osi Bda) BauflJO 

Do. Ctare X (Short Term E Arnett] Tip 

Fortnum 6 Mason 7% Cm. R, Z4Bp 

Fftamty Hotsla 8% Cv. Cra. Hd PL Zap 

nogmore Batatas 1306% lit Mg. Db. 2000/ 

03aj29pc. 

Future 7% Col Pt 2ASp 
OATXaOota 

Gartmora Euro Inv. TU. 9^% Db WU 
864.79pa 

Geskefl S% Cm. PL IJ^p 

General Motors 7»«% Old. Ua La 1987/ 

82 3 a pa 

GBtos A Dandy 7% Cm. PL 2v4£p 
Otymnd Int 71»% Cm PL Z7l2Sp 
. GrafMittt Rtntoid Inv. TsL Cm Rd. StePd- 
Cep. PI. 4J75p 
Grind Central Inv. (L7p 
(bean Proa 0% Rd. Cv. Ua Ln. 1885 4pa 
Qreanacra Cv. Rd. PC (Rag) 0.7SB02P 
do. cv. Rd. pl ojaoeep 

Graeradi WhfOoy 090% Cm. Rd. Ov. PL 
zsmp 

Oraaham inda. 6% Ca PL Octt. 

HaB Eng. Z66% Cm. Pf. Z775p 
Httttoed (James) 6»z% Cm. PL 19B9p 
Hampaon Inda 8% Ua La 1808m 4pa 
H arttapoofe Water 0% Rd. Db. 198984 4pa 
Hawtar StataMy 71*% Db. 1987/82 3 s ! po. 
DO. a\% Ob. 1907/82 43.PC. 

Hepwonh Cep. Ra 1L2S% Cv. Cea Bda 
OTSOrtl 

Heiid(I) 10% Cm PL Sp 
Hlotaon Cap. 7% Cv. Caa Bda 2004 (BO 
Sfgpa 

Oa (Reg)I>iipa • 

Howard 6 wyndham 18% Ua La 1878/ 

91 Spa 

MM Ua La 2001/00 2% pa 
Da 7% % Ua La M08/U 3 %pa 
tngeraoOriUnd 8% Ua La 1858/83 4pc. 

Jacob (WIR) 6fe% Cm. PL ZfMMIrp 

Jersey EtacL S% GkL 3000 Spa 

Da 6% Qu. 2000 4pa 

Jones A Shipman 49% Cm. PL 0J12BP 

Itayaer Bondw 0% M. Cm. PL Zip 

KMnwort Ove ra ere Inv. TeL 4% Cm K 

Ledbndce Hotels 10>2% tel Mlg. Db. 1964 1 
sos^gpa - • 

Urird Orp. 8% Un. Ln. 1880180 4pa 
Low Lend 0%% let M«. Ob. 1B0EBB4 3 1* pc. 
Do. 6*2% IHMa Db. 1800/81 3%pe- ' 

Da 7% 1st Mg. Db. 1888/84 S^spc. 

Lex Service 6»2% Cm Pf. Z275p " ' > 

□0.5%% UaLa t8BWV7 4%pa ■ 

Untan Park W**% Ua la 1982/87 9%pa '• 
London Pert HaMa I0«a% 1st Mtg. Db. 
aomiQS6%pa 

Lonrtio 7%% 1st Mlg. Da 1888/81 J%pa .. 
M.A G GW A Ffaed tnt'lnc. 1p‘- ’ 

Manganese Brora* Bit % Cm. PL Z0B79p 
Martay 11%% Db. 30086gpa 
Uamfians7%% Ob. 1900191 3% pa 
Da 1t%%Db.2M4 5flpa 
Meaheira Unhraraal 7%% Cm Rd. PL Z75p 
Martvale Moore 1D*j% let Mlg. Db. 2020 
5kpa 

Wd Kent Water 12% Bd. Db. 1980/82 ftpa 
Do. 7*2% Hd. Otr. 1891/833% pa 


l Grp. &6% Cm. PL l-Tjp 

»Tet 9564% Db. 1891 

j Un- Ln 1960/83 4JB29PC 

Da 95% Ua La 1998/2001 ASSper 
Do. 13LS25% Ua La 2007 BJlZSpc. 

PHUpe Ra 5VK CiOdrCk. GkL La 19917 
94 2% pa 

Pitney -Oowee 5>z% Cv. tto. La 1979184 
2 %pC. 

PTBerd Gunter 3 lj % Cm. Pt 4 . 7 SP 
PoTymeni kx. Oa Cv. Rd. Pig. Pf . A Sp 
Portal* 9 %% Ov. Ua Ul 1994^000 4 %pa 
Porter GbBdbum 8 % Cv. Cm Hd. PL 1993 

Guerta Grp. ZTSo Cv. Cm Rd. PL4J76P 
Ctoeen* Moat 12% W M%. Da 2D13 Bpa 
•• Outota Ul% Cm pl Bp 
REA 8% Cra. PL 4JJp 
Da 12% Ov. Ua La 2000 6pa 
Record Hldga 10% CraRCL PL Sp 
RenSMMnce 05% Cv. Ua Ln 1994 4%pc. 
Rhrar Plate A Gan fcw. TSL 4% Db- ktd. 
T ry 

River A Marc TeL 6% Cm Pf. r.TSp 
R o bb ta on Brae 11% Cm. Pf. 6Jp 
Roctarara 6%% Cm PL Z279p 
Ropnar 11%% Cm Pt ZTSp. 

Rotorfc 9lg% Cm PL 4J9p 
RuberaM »•*% Ua La WSOWd^pa 
Rugby 0% Ua La 1993/80 Sob. 

Da 7%% Ua La 1883/80 3%pc 
St Andrew Ttt S%% Cm PI. IJ37SP 
Save A Proeper Linked Inv. Tet Inc. 19p 
Sara A Power Hwum of Aereta Inv. A4p 
Schroder* B%% Ua La 1897/2002 4%pa 
. Scottish Ifortgega 9 Tat 8-12% StePd. tot. 
Ob. ZOZBSpo. 

SHp Mortprae Ha 8% M- Db. 189VB3 
4pa 

BbaMEng.97e%Db.1882/874Vpa 

Sbdar 7%% Cm. PL 2J2Sp 

Slough Satttea 11J5% lei Mtg. Da 2DT8 

CIOKpw 

Da 12%% Ua La 2008 61] pc. 

OphtehGarea 7%% Db. 19BB«1 8%pc 
SL Ceiherlne’e CoBege Cembridga 7% ttt 

xa~ nh rggnmafaB* 

Simtartand a Boon Stakta Wktor W% 

Rd. Dta 189B94 6pc. 

Da 11J% Rd. Oa 1996/97 SJpc. 

Da 7%% Rd. Db. 198U93 3%pc. 

Da 9J% Rd. tto. «0A9pa 
Oa 11% %TM. Db 2005 ffVpa 
0a7%% Rd. Oa 1992/94 3% pc. 

Da 3>|% Para Oa 1%pa 
Swire (John) 6J% Oa. PL &16p 
T 0 N 8% Mtg.ua 1907/92 4pa 


TR Technology Sqipd. PL Z7302 5p 
indrtngHondi 


9%pc 


4 % tnd ^ ^ 


•Taadringi 

Utraaimram U8M TBL &V% Cm I 
ZTBp 

Do. 6«*% Cm. P0y. Cv. Rd. PL ZTtiP 
TVtay hit 04% Cm Rd. Pf . 4Jft> 

Tonttdns <L9% Cm Cv. Rd. PL ZSp 
Toots! 4%% Perp. Db. 2% pc. 

To uch etone 8%Cv. UaLa 1987 ape. 
Town Corfre Secwfifee 9% Cv. Ua La 
1990/3000 4Voa 

Tafatonr Hmm 7V% Oa Pt Z7S79p . 
Da7% lla Da&Vpe- 
Da T0V% Ua La 2001/00 3% pc. 

Ttatiarti Park Eotttoe 7V % tat M«. Oa . 
BSWM8C.3HEC. 

Da 9% 1« Mg. Da 1991/98 4V pc. 
Trens-NettJ Cote TZ3% Ua oa 1997071 
(R2J0| &628pa 

■ Da 13JS% Ua Da 1987/91 (R4.1) AJQSpc. 
Daua Sub. Comp. Cv. Da 6J9pa 
Transport Dov. 4.7% Cm Pt Z43Bd 
Oa «%% Ua La 1995/88 4Vpa 
Da 0% % Un. La 1998/94 SVpa 
Tribone tov. Tet 9>e% Db. 2812 4*pa 
TurrU SV% Cm. PL tBBBp 


X; 

•P- 9V 


umgeieeV % Ua La 18826/7 9 




Weddmiton (JJ SJ% Cm PL Z8p 
Da A2% Cm PL Zip 
. wamo Wright 0 Rowland 0V% Db. 1997/ 
924VP& 

Wetorionl Wedgwood 1 1 V % Un. Lit. 1970/ 
966VPC. 

WMrmaatt 0V% Cm fkt PL 20004Vpa 
Weir Grp. 10% Oa 1988/94 4m 
Wea>nan60% Cm. imLCv.PLSip . 
Want KM Water 7V% Rd. Da 1809/91 V 
3 In pc. % ' . 

-Western Deep 13% Ua Db. 1900/98 1Z4230P 
- WeeUand Th% Ca Cm PL ZTBp 
wnBema Itfoge. 6%% Cm. Cv. Rd. Pf. 2J128p 
WtetantOM Tea 0% Cm Pl. Zip 
WBaon (ComOy) 9% Cm PL Zfto 
Da R)V% Cm Zaf Pf. Z2Sp 
Wood (RrtM) 7V% Cm PL Zti2Gp 
Worcester Grp. Cm Rd. Cv, Pt Sp 
w» ev ele Garden Centroe 0J% Cv. Cm. 
fM.Pt.4JGp 

York Wkttr 5% Da 2Vpc. 

YortaMra Chorea 5% Cm PL 1 Jfip 


PARLIAMENTARY DIARY 


■ TODAY 

. Co mm ow e: UboraJ DemoerM otga n taet l 
ttabata on Ihe gov er nment of Uvarpoct 
Opposed private bushtes* after 7pm. 

Lenta: AgricnSara and Forestry (Financial 
ProvtaloiM) B&L coramlnaa Hoed TraOe 
Btt. 3rd rewang. Questio n to government 
on the QaB negodetiona. 

Betoa CawreeteeK Treeaury and CM) 
Service - ertofect next map*. M ttn e ee e te 
8b Angus Fraeer and Sir Peaer Kemp (Room 
s. aaopm). 

PubBc Accounts - xub)ecL Scottish housing. 
Wtoteee: Dr R. McCrone. chlel economic 
edvtaer. Scottteh En ri ranm e m De p e xttif* 
(Room 10, 4J0pra). . 

■ TOMORROW 

Common*: Lard* AmendnMtts to the 
Criminal Jueflce B/R. Debate on CbUd Benefit 
and Soctal Security Reputation* 

Lords: Soctal Security (Contribution*) BH. 
eonm/nre. Dangermai Oog* B8L eaoend 
rea di n g . 

SMtedCee u MB re t Social Security - eublacL 
adntlnletratton of the Social Seaetty 
- . gjr Michael Partridge 


and otiiar oHotats {Room 21. KUOem). 
Commfttaaan Private Opposed BUI: London 
Underg r ound (Safely Me as ure*) BW (Room 
6. ii Jam). 


: Debate on 8 m Emopeen 
Comn e aiBy. 

Lenta: Pi^MMy M tadreerlntione BOL 3rd 
rea rin g. Piatt Btt, Ccra m h ta a 
B eta ■* rn eeidtM n Agrtcuhure - eobfeot 
d l epo ral d Wien B irettc l t end ooi u mod U y 
mertmta In 8 m 1880a Wi tnesses; John 
Gammer. MP. Agriculture MMsttr. end 
Jemmy Hanley. MP r Northern Ireland 
ndntaisr (Room 20. K.46ani). 


Eraptoynwri - subJacL European eooii 

' On of Industrie! and 


: Union of I 

Emptoyara' Centodarattm of Europe (Room 
n. 104501*1. 

Trade and Industry - sttofeo. Mtaovera 
end mergere. WHosea: Peter UBey. MP. 
Trade and Industry Secretary (Room 16. 
HL45am). 

Education - aubtact adueatten and ireWng 
tar 8 m 21« oenhvy. W Hn ae aS K National 
Council lor Vdcatianel QuaRllcations; C8L 


Aaaodaflon of PrlndpaM of 96t Form 
Cdtiegea: Ternary CoHegee A a auu talton: 
Training and Enterprise Council* (Room 
21. 4.0pm). 

Emptoymanl - subjocL omptoynMnl ta 
prtaona and vocational training- W itn es s e s: 
PrMon Reform Truer: National Council tor 
Vocational QuatiticaUone (Room 20. 416pm). 
Publte Acooume - aubtatt. SkUto Trebling 
Agency. WHnoes: Sir Geoffrey Holland. 
Emptoymont Department Croup (Room KL 
41$pot). 

OotranBa* on Opposed Private BK London 
Underground (Safety Maamoea) Btt (Room 

5. 10 . 30 pm). 

■ THURSDAY . 

Common*: Debate on toe Royal Navy. 

Lmdta British Technology Group BflL 
Commlttea Waftare of Animals ■ Staujtfrier 
Bill. 3rd reeding. 

C o ntmlt tee on Opposed Private BK London 
Undregramd (Safety Measures) Btt (Room 

6 , lOJCtan) 

■ PMDAT 


CONSTRUCTION CONTRACTS 


Developing Hammersmith site 


Bredero Properties has handed 
over the site for Centre West in 
Hammersmith to R. 
O’ROURKE & SON marking 
the start of a £13. 6m main 
frame contract, which is 
believed to be the largest frame 
contract awarded in London 
this year. 

Centre West, central Lon- 
don’s urban redevelopment 
project on a site which is the 
size of Trafalgar Square, will 


provide a new heart for 

Hapummaiiith 

The scheme includes a major 
transport interchange, shop- 
ping facilities and headquar- 
ters office buildings. 

When the project is com- 
pleted, Bredero's Centre West 
development will comprise 
250,000 sq ft of offices in two 
buddings, a 65,000 sq ft shop- 
ping centre and a new trans- 
port interchange for London 


Regional Transport, comprii 
mg a completely reforbishe 
underground station and net 
bus station. 

Interim facilities for th 
underground and bus statior 
and for the Post Office hav 
been completed ensuring fa 
facilities for the public ar 
maint ained during toe redeve 
opment Phase one of Centr 
West is due for completion a 
the end of 1993. 


London water ring main project 


A new contract will speed up 
construction of the London 
water ring main , while cutting 
costs at the same time. Thames 
Water and TAYLOK WOOD- 
BOW have signed a contract to 
totally redesign and manufac- 
ture segments for lining the 
ring main 

The new segments are much 
larger than those previously 
used, giving the potential to 


line the tunnel at up to 80 
metres a day, more than twice 
theprevious rate. ‘ 

The SO mile ring main is 
halfway complete and already 
pumping water into London's 
distribution system. 

The £12m contract with Tay- 
lor Woodrow Civil Engineering 
for 250,000 segments will also 
lead to cost savings, said Mr 
Bill Alexander. Thames 


Water’s engineering director, 
at the start of production in 
Southall 

The new operation will be 
producing some 4J)00 segments 
a week, using high output 
m ethods and equipment previ- 
ously employed on the Channel 

Tunnel. 

Tunnelling work on the sec- 
ond half of the ring main starts 
next month. 


Improving harbour access 


A £9m civil engineering 
package in St Heher has been 
awarded to RJd. DOUGLAS 
CONSTRUCTION by the States 
of Jersey. The contract covers 
the construction of a grade sep- 
arated interchange to ease traf- 
fic congestion around the har- 
bour. 

The majority of the work 
will be carried out below high 
tide level In the new land recla- 
mation area. The scheme 


includes the construction of a 
marine wall in the existing 
marina, across which Douglas 
will build 500 metres of single 
carriageway road and 750 
metres of dual carriageway 
underpass beneath a new 
roundabout 

The project calls for exten- 
sive shed; piling, tidal and sea 
defence works and the re-rout- 
ing of 300 metres of large storm 
water drains. 
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Omaha 


- Seattle 


Portland 


Sacramento Long Beach 


‘i San Francisco 109 Angeles San Diego 

i' .Sanjose 


Oklahoma Chy 
Phocnlx/Scottsdale 


DaJlas/Fort Worth 
San Antonio Houston 

And over 160 other V.S. cities 


Milwaukee 


Des Moines 


St. Louis 

M 

New Orleans 


Cleveland Buffalo .I 

Columbus Pittsburgh 

_ New York City 

Chicago Dayton 


Memphis Indianapolis 

Charlotte 

AL 

Nashville 


Newark 
lis 

Philadelphia 

Atbn “ Baltimore 

TOishington. D.C. 


Jacksonville 


American to America 


starting July _\ American Airlines 
announce^ more flights to more 1 .S. cities 
than am t aher airline. 


Only one airline is big enough to give you all of 
America. And. that’s American Airlines. 

Beginning July, you can fly American’s expanded 
International Flagship Service® from Heathrow and 
Gatwick nonstop daily to 7 major U.S. gateway cities 


Boston, Miami, and Mlas/Fbrt Worth. Followed July 21 
. with ios Angele& 

And American’s service doesn’t end there. 

; Fly American to Over 250 Cities. 

■ Without changing airlines, you can fly American to 
over 250 connecting cities in the U.S., Canada, Mexico, 
j the Caribbean, and Latin America! . 

American Service Starts from the Ground Up. 
Our warm .friendly service and dedicated attention 
to detail begin Am moment you make reservations. 

. We can reserve your- seats up to . 11 months in advance. 

l/frynft iritis tu-rtea by Artatt^'Iagkf American's Regional AlritacAyrtMfc. _ 

'■ Avaflabte on all atrei^’Sinnnier'l99L 


And 30 days before departure, we can issue boarding 
passes for your round trip - and all your connecting 
flights on American. 

The Tradition of Excellence Continues 
at 40,000 Feet. 

Once on board, in First and Business Class, you can 
relax in our luxurious leather and sheepskin seats. 

Flying First Class, you can also enjoy your own 
personal video" with a wide choice of films. 

American Eliminates the Middle Man. 

Travelling Business Class? American’s widebody 
767 *s feature 2+2+2 seating. So unlike flying on some 
other airlines— when you fly American’s 767 ’s, you’ll 
never be caught in the middle again. 

. Award-winning Food and Wine Service. 

In both First and Business Class, you have a choice of 
classic European and American cuisine - including a 
special dish created in the tradition of your destination. 

And American’s wine cellar offers precious 
selections from the House of Rothschild and other 
premium vintners. 

Call for Reservations. 

- Fly American to America. 

FOr reservations, call your Travel Agent Or call 
American Airlines on 0800 010151. 


Fly American’s New Expanded Service from 
Heathrow, Gatwick, Manchester and Glasgow. 



Leave 

Arrive 

Flight 

No. 

Service 

Effective 

From i Heathrow 

To> Boston 

124)0 

14:25 

109 

2 July 1991 

Chicago 

09:55 

13:00 

87 

2 July 1991 

Chicago 

13:45 

16:25 

47 

2 July 1991 

Los Angeles 

10:30 

24:30 

137 

21 July 1991 

Miami 

10:00 

15:10 

57 

2 July 1991 

Newark, NJ 

11:00 

14:25 

115 

2 July 1991 

New York (JFK) 

09:00 

11:50 

101 

2 July 1991 

New York (JFK) 

11:30 

14:20 

105 

2 July 1991 

New York OTO 

18:00 

21:00 

107 

2 July 1991 

From: Gatwick 

lb: Chicago 

10:05 

13.20 

87 

13 June 1991* 

Chicago 

13:25 

16:40 

47 

2 June 1991* 

Dallas/Fort Vbrth 

10:40 

14:50 

5.1 

Current 

Dallas/Fort \Cbrth 

13:00 

17:25 

79 

Current 

Miami 

10:00 

15:05 

57 

Cuireni* 

New ■Ybrk 0FK) 

12:15 

15:15 

7 

21 July 1991 

From: Manchester 

lb: Chicago 

10:25 

13:00 

55 

Current 

New York (JFK) 

12:00 

15:00 

93 

2 July 1991 

From: Glasgow 

lb: Chicago 

13:30 

16:00 

53 

Current 


"From Heathrow aa of 2 July 1991. 
All Flights are Daily. 


Schedules subject to change 
without notice. 


AmericanAirlines 

Something special in the air. ® 
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MANAGEMENT 


Benchmarking 


How to help yourself to a 


US/European axecufivap tour Japanese 
plants and they focus on technology . 


The companies reconfijpjre plants 
and Invest heavify In automation 


competitor’s best practices 

Simon Holberton explains a technique for improving business performance 


J on Riches, director of per- 
sonnel at Unilever personal 
products subsidiary Elida 
Gibbs, remembers the 
encounter well. He was talking to 
Roger Milliken, the president of Mil- 
liken & Cg„ one of America's most 
profitable textile manufacturers. 

“If you’re gonna succeed Jon,” 
said Milliken, “you've gotta steal 
shamelessly." 

The subject of their discussion 
was not advanced shoplifting but 
benchmarking. This is a method of 
improving business performance by 
learning from other companies bow 
to do things better, or in the words 
of one recent study, “to supply man- 
agement with practices that deliver 
customer value.”* 

Benchmarking is a management 
technique that came of age in the 
1380s and many companies believe 
that it is a tool which will enhance 
their competitive position in the 
1990s. 

Companies have found that it is 
an extremely helpful tool in 
enabling them to find oat where 
they are in terms of the best prac- 
tice. Also, by making benchmarking 
a line - as distinct from staff - 
management responsibility it 


presses managers to probe the 
underlying business procedures and 
practices. 

“It's a way of showing them how 
to achieve goals and by getting 
them to do the analysis, shows 
them that they are achievable 
goals.” says Michael Graff, a consul- 
taut with McKinsey & Co. 

Elida Gibbs is a case in point 
With the help of Mohamed Zaiit 
Unilever lecturer in total quality 
management (TQM) at the Univer- 
sity of Bradford Management Cen- 
tre, it has embarked on a two to 
three-year benchmarking study of 
product development In the fast 
moving consumer goods sector 
(FMCG) with the aim of reducing 
the time taken to develop products. 

“We've got a system for new prod- 
uct development which we revised 
two years ago," says Riches. “We’re 
proud of it bat we don't know if it's 
any good. We want to know how it 
stacks up with best practice.” 

The power of benchmarking is 
underlined in the case of Xerox, 
where it is credited with being one 
of the main factors behind the com- 
pany’s revival in the 1980s. 

Xerox embarked on competitive 
benchmarking with its Japanese 


subsidiary Fuji Xerox in the early 
1980S. One of the main finding s of 
the analysis of Japanese competi- 
tors was that Canon could sell a 
photo-copier for less than Xerox in 
the US could manufacturer one. 

Since then Xerox has moved from 
studying competitors to evaluating 
companies In industries as various 
as railways, insurance and electric- 
ity generation. This has enabled the 


Benchmarking Is 
credited with being 
one of the main 
factors behind 
Xerox’s revival 


company to identify “best practice” 
ways of improving aspects of 
Xerox’s business, ranging from 
timeliness to customer satisfaction 
and retention, and statistical pro- 
cess control. 

But as Graf points out, not all 
western companies have applied the 
right method and learned the right 
things from their benchmarking 
exercises, especially when Japanese 


companies have been studied. This 
is neatly encapsulated in the accom- 
panying illustration which con- 
trasts the western emphasis on 
“asset" management anfl Japanese 
emphasis on "people" management. 

Westerners fail to understand 
that Japanese companies are a com- 
bination of "smart automation” 
an “extremely productive work- 
force". Seeing only the technology, 
western companies rash to auto- 
mate and locate in low labour cost 
countries, such as Mexico. Mean- 
while, companies Honda have 
established world class manufactur- 
ing facilities in areas of the US, 
once thought beyond redemption. 

“All people tend to learn and 
improve through time - but is it at 
a rate that is competitive or not?” 
says Graff. 

“What is great about benchmark- 
ing is that it makes companies look 
outward and if that highlights areas 
for Improvement - which, in at 
least some areas it must - then 
you are faced with the question: do 
you want to be the best? 

“That’s a better way to motivate 
people than having a yet another 
’performance improvement pro- 
gramme’ and it a more fagtfag 


THE §z 
RIGHT m. 
STEPS TO 
BENCHMARK 


But .lanwnese approach was sma 
autornatfanwsifnpffllGd processes with 
an extremely productive labour force 


Labouf-force/proCu 
written off as a non 
difference 


difference 

ibte cultural 


Western companies bufld production 
facades m couitfes provktog 
inexpensive labour (eg Mexico} 


Japanese success In W 

consumer eiectronlcs/automotive 


Honda achieves worid-dass 
productivity In automofivs 
assembly in Maiysvffe, Ohio 
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Asset 


... 
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Impact on performance.” 

The first phase of the Elida Gibbs 
benchmarking project - scheduled 
to take 18 months — will compare 
and evaluate the company’s new 
product development within Uni- 
lever. It will then compare its 
systems with those of other compa- 
nies .(though not competitors) in 
FMCG and. outside that sector, 
study world class examples of 
high-speed product development. 

At the company, Elida Gibbs has 
set up a cross-functional team 
(known as the competitive intelli- 
gence analysis and hpnrhmariring 
group) involving m arke tin g . «!««, 
financial and product development 
personnel, to monitor the project 

The second phase of the project 
will be implementation of what the 
study has leazned about best prac- 


tice in new product development. 

So for Zaui has signed up five 
other companies to participate in 
the study. With a guarantee of con- 
fidentiality together with fall access 
to the study’s findings he hopes to 
gafo the cooperation of six to nine 
other companies. 

Zatri says the benefits to partici- 
pating companies conies from the 
benchmarking methodology. This 
focuses on processes, not perfor- 
mance. "What we are looking at is 
the means not the end,” he says. All 
participants win he able to team 
from how others approach similar 
tasks. 

But benchmarking may not be 
appropriate for every company. 
Academics and business consul- 
tants say that benchmarking may 
be best suited to companies which 


have embraced corporate change or 
renewal programmes, such as total 
quality management 

‘• itonrhTwaridng’ is not for compa- 
nies that want to use it to solve a 
problem,” says ZairL “It is for com- 
panies where the culture of never- 
ending improvement has been 
instilled.” 

Graff takes a slightly different 
view. “I think all organisations 
need to do benchmarking,” he says. 
“It helps if you have an enabling 
programme in place, like TQM. But 
if there is a willingness to embark 
upon that sort of programme then 
it’s a good place to start." 

“ Competitive benchmarking at 
Xerox," Robert Os ter Hoff, Wxlliam 
Locander, Gregory Bounds, m Com- 
peting Globally Through Customer 
Value, Quorum Books. 199L 
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Premier System 
Management. The new 
data protection 
facility. 


TO GO THROUGH ALL THE USUAL 


DATA SAVING PROCEDURES. YOU 


CAN THEN RESTART IT EXACTLY AT 




THE NEW MASTERS PORT 3S6SL THE POINT AT WHICH YOU STOPPED. 
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FROM ZENITH DATA SYSTEMS HAS WE GUARANTEE IT WILL ALWAYS 



A SPECIAL FACILITY WHICH ALLOWS KEEP YOUR DATA SAFE. FOR AS 


YOU TO INTERRUPT YOUR WORK LONG AS NECESSARY. AND YOU’LL 


AT ANY TIME WITHOUT HAVING BE ABLE TO SLEEP LIKE A BABY. 


ZEHKTH 

data systems 

Groupe Bull 


THE BEST WAY OF EXPRESSING YOUR INTELLIGENCE. 

FOR MORE INFORMATION PLEASE CONTACT ZENITH DATA SYSTEMS UK, BATH ROAD, SLOUGH, BERKSHIRE SL. 6BB. TEL: 0628 662383. 
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Christopher Lorenz attempts to 
put realism into the best use 
of human resources 
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T ake a look at the chair- 
man’s statement in most 
companies' annual 
reports. Tucked away after all 
the verbiage about finanriial 
performance, takeovers and so 
on, there has always tended to 
be a bald statement along the 
tines of “oar people are oar 
greatest asset”. 

Most such declarations have 
been as empty and ritualistic 
as they are brief. Significantly , 
few of the chairman's other 
communications with the (Hit- 
side world during the b usines s 
year ' have made any mention 
of people issues, except those 
relating to his top team - 
' unless, of course, he bra mud- 
dled his hands with redun- 
dancy announcements, some- 
thing most chairmen leave- to 
their underlings. 

Now, however, the Chai rman 
is under pressure - competi- 
tive, shareholder and other- 
wise - to make his (or, occa- 
sionally, her) organisation 
flatter, foster and more flexi- 
ble. So his annual statement is 
starting to make more elabo- 
rate references to the “people- 
centred” nature of the busi- 
ness. 

And, in speeches and state- 
ments throughout the year, he 
and his boardroom colleagues 
are starting to make mention 
of such fashionable “human 
resources” concepts as empow- 
erment, trust, and team-build- 
ing. 

Empty rhetoric again, 
dressed up in flashier clothes? 
Or something more substantial 
that will actually affect the 
future competitiveness of the 
organisation? 

For the sake of every organi- 
sation. one very much hopes 
the latter. After alL the only 
way an organisation can sur- 
vive is to learn, and change, 
more rapidly than the rate of 
change in its environment. 
And the only teamirig tool that 
an organisation possesses is its 
brain - which consists of its 
people, not just at the top, but 
at every level. 

Lest this all seems over- 
philosophical, consider the fol- 
lowing picture, painted by Pro- 
fessor Charles Handy, best-sell- 
ing author and adviser to 
countless boardrooms, of the . 
sort at organisation that win 
thrive in future. 

Addressing an Association 
for Management Education and 
Development conference ear- 


other words, through perfor- 1 
mance. Many kinds of mistake* 
must not be punished, but £ 5 T£Ef 
written off to experience, team- 
ing and renewaL 
In some professional organi- 
Bations. people do not play sin- - 
gte rotes but combine several 
in a shifting portfolio. Nor do 
they work mainly in the organ- V- 
isation’s status hierarchy, 
which in any case consists of r 

only a few levels. _ 

Instead they operate in a 
hierarchy which is related to ,.~7_ 
the changing requirements of 11 '^. 
each task or protect in which 
junior people sometimes lead 
their seniors. Examples are a *’ 
consultancy; where a senior 
partner works part-time on a 
task group run by a junior - “ 
associate; or in a theatre. * ' 
where a famous actor is ' 
directed by a young newcomer. 

In such organisations a Am- ‘ : - " - 
damental priority is for people ' • • 
to requaHfy themselves contin- 
□ally and always to keep at the : » ■ 
front of their fields. • . < - 


hues and 


S upporting Handy's pre- . 
scriptton at the confer^ / - . • 

ence was the associa- • - 
tion's c hairman, Bob Garratt, 
himself a consultant. Like 
brains, which learn, rather . 

than machines, which ossify, 
organisations needed to 
become more open at all levels, . 
both within themselves and 7 . t j 
towards the outside world, he (7V// 
said. 

Few of today's younger com- 
pany chairmen would argue ] for ,, n : i 
with that More controversial Ui \Jiii 
altogether, though, was Handy 1 ‘ * 

and Garratt’s advocacy that 
organisations should demon- C; - • • : -- ... 
strate their “people-centred- V; :: r ". 
ness” by potting the value of -v/- 1 - J .. 
their corporate learning, and of 
their people, on their balance v 

sheets. -s ! ^ 


in Ca 
He 


The fear (or incentive) oLv > ; - 
keover is certainly, as Gar-*!' 1 ’ 


takeover is certainly, as Gar- 1 
ratt argued, driving some com- 
panies to value, or revalue, 
their accnmnteted loaming - 
either their brands or other 
forms of intellectual property. 
But valuing people for balance 
sheet purposes is extremely 
difficult, as Tottenham Hot- 
spur has found; Paul Gas- 
coigne has shown bow hasard- 
ous transfer valuations can be- 
More appropriate for most 
companies could be Handy's 
suggestion of emulating the 
example set by WPP, the 
advertising group, which has 



21st Century Organisations, 

Handy forecast that the core 
staff of future organisations, 
whether in manufacturing, ser- 
vices or both, would consist of 
highly qualified and trained 
professionals. They would 

r ate, as do many profession- 
today, either on their own, 
or in project or task teams. 

Since today's “professional” 
organisation is the model for 
the future. Handy advised corn- 


assets” at over £3m. This repre- 
sents, in effect, the value of the 
brands of its main constituent 
companies, part of which 
includes a valuation of their 
people. 

An ad agency's human 
assets are for from fixed, of 
course - which is pbe reason 
why most accountants disl&ft 
the idea of putting tfrwn on the 
balance' sheet. But, as Handy 
told the confereocs. tbe idea of 


now consultancies and other 
partnerships, universities and 
even media organisations man- 
age themselves. 

Given what motivates most 
people in such professional 
organisations, and the flatness 
of the structures in which 
many (though not all) work 
they have to he trusted to take 
the right decisions, rather than 
be controlled at every stage by 
managers above them; they 
have to be “led, rather than 
managed". 

Control i$ often exercised 
after the event, not before - in 


more far-fetched than was >£;•> 
.environmental, accounting a ^.V’ < 
decade ago. X;'* ; 

Any chairman who haft the .>> •“cv 
courage and. accounting dex- V. 
terity to find a way of putting ;«>' 
"his" people on the balance V, “ : 
sheet win certainly be commit- *. 
ted to taking thmn - and their .' 
continued development and 
teaming - as serioudy as any 
of the company's other invest- !*,* 
meats. Along with raal delega- 
tion and empowerment, it i 
would certainly help his slogan V! 
of "people as assets’Vto take on 
real meaning; 

... . .. . »-;.r 
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A light shines in Docklands 

Colin Amery admires the shop designed for David Mellor 
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f here’s a btt of brilBance m 
mdsey audit is worth 
a. special detour Ibr anyone 
Interested : . ; .in . the 
of Lawton's DocHands 
and the progress of contemporary 
arcbifectnre. it is the fruit cfagood 
marriage of minds, that of the 
architect Michael HopUns and his 
client David Mellor, the industrial 
desig ner particularly fawnw for Hr 
stylish mnflwm cutlery. There is no 
doubt about it, good clients do help to 
produce goodirafidtngs. 

Michael Hopldns recently designed 
a a new factory for Mellor at. 
Hathmsage near Shdfiekf .4 rand site 
In the Peak. District, which is a 
modest and seemly circular stone 
building completely at home in Its 
beautiful . settingJDavid Mellor 
oommlsslflpfld Hopkins to im gn his 
London budding at Thames by 
Butler’s Wharf because he felt that 
rare thing,, an architect's ability to 
build new on a site that demands a 
sensitivity to history and place. The 
actual site of the new David Manor 
building Is bounded by Shad Thames 
to the west. Saint Saviour’s Dock to 
the east, , and two good wharf 
buildings — nhnmiw n nil Java to 
the north and sottfh. 

It is stm an evocative and powerful 
place. Shad Thames was renowned for 
Its strong industrial atmosphere. Old 
19th century photographs show a 
brick canyon of a street with, 
precipitous high-level iron bridges 
slung across it. Dntfl recently the 
pungent' smell of spices and coffee 
was unprocessed; today only a 
controlled hint comes from the 
kitchens of the cramped yuppie 
apartments. 

Saint Saviour’s Dock is now 
decorously occupied by restored old 
river craft Its warehouses are 
dramatic, rising Venice -like from the 
piled waterfron t But it was always a 
narrow tidal dock, not popular with 
the Ughtarmen — n»w Hwarnhwi it fa 
the 1930’s as “a rfumm where two 


dozen warehouses are closely packed 
against one another. Dp tills cut creep 
lighters, with hardly room to pass 
each other. Looking down Saint 
Saviour’s Dock from Its end, but the 
tiniest strip c£ sky shows between the 
.* Many a mortgaged 
craning to check the 
weathe r would understand those 

TTreTltf, * 

Rnfr \flrhat>1 pnpfciwq frag fgYWI ght 

fight to the maid of David MeDor and 
lite customers. In toe Mellor tradition 
the new budding «™hhmB a variety 
of uses: domestic accommodation; 
offices: ff tod tos! «n«f a around floor 
shop. In the. company's Sheffield 
premises living and working are also 
mfanvi np m a demonstration of the 
company philosophy - a belief in the 
idea that toe whole setting eS life and 
work demands good design. 

It is rare for companies to aim for. 
let alone achieve, this consistency of 
design standards. The total concern 
for design comes, I am sure, from 
David Manor's determination to 
contra! the whofe sequence - design, 
development, manufacturing, 
marketing and finally retailing > of 
every th ing that it maira e, it is a more 
convincing and practical 
demonstration of the values of good 

< Hi gn than the tirightwirrifig Design 

Museum, which suffers f ro m a sort of 
museum aMf canadousn e ss 

Out of this ethos it would be 
reasonable to expect a good building. 
In fact the result is an excellent one. 
Because the client is deeply involved 
in the process of ™kfag things, he 
became intimately occupied in all the 
details of the construction of his 
premises. Shared obsessions can lie 
beneath good marriages and they 
certainly do in this case. The 
obsessions are for absolute clarity of 
conatructfon, high quality of finish 
and . detail, and a kmd of ekmeatal 

iM an ntnntiTm fo achieve pg fo c tt PB 

This may sound a lot to aspire to on a 
gw* in toe mnrkv waters of London’s 
Docklands but, in fact, it should be 


the minimum ambition of any 
architect and cfie&L 
Than are five floras of building on 
a n rinfa ne d concrete frame. On top is 
a lightweight roof pavfflan; lift and 
stair structures are free s tanding . The 
concrete columns were poured into 
steel formwork which gives a good 
fefrfaced finish. The floor riahs were 
formed in resin -faced plywood which 
gives a remarkably smooth finish - 
apparently finished off by hand with 
sand paper. From both the street and 
dockside toe elevations are mainly 
glazed. Solid elements are insulated 
lead panels: the effect is rather dark 
and handsome. 

The most visible part of the new 
building is toe David MeDor shop, 
which occupies toe double height 
ground floor space. Most striking is 
the view through the whole space, 
which gives a wonderful sense of toe 
riverscape of Saint Saviour’s Dock 
ahwftwt as part cf the interior, site 
columns are the only elegant 
interruptions to the view. The shop is 
fllied with all good filings for the good 
WriMn Ctdour riopa not particularly 

f fflt i iffi in rfftey tlif gfmrifl py { fop a hop 

- but quality of materials is as 
important in toe hand-woven baskets 
as it is in the smooth concrete. 

Is there something period about file 
atmosphere of "good design"? I 
always feel a certain air of almost 
Puritan worthiness which i* not 
unpleasant but can be a bit 
u n n e r v in g I foci 1 should be jut+tteg . 
everything away in little Shaker 
boxes and that I should have more 
solemn respect for “the crafts" and 
approach art only with extreme 
caution. There is this element of 
safet y about the approved awiManre 
Of tbia shop. But the Mteil lmlMIng 
by Michael Hopkins and Partners 
adds a new dimeiwlnn to the design 
world - he does bring a hit of beef to 
the w art w hn 

Number 34 Shad Thames is a very 
welcome achievement for Docklands 

- which to date has few good 



f&n tfot Uosf 

A cut above the rest the shop designed by Michael Hopkins 


buildings in a sea of mediocre 
architectural gravy. It had some 
interesting neighbours, too. The 
dramatic “The Circle" by Piers Gough 
is a rather amazing mixture of 
sbipstyle vernacular on the outside 
and Hollywood panache in the 
HaWifnp lobbies. The actual fiw»io at 


the heart of the development gitet 
with blue-bag blue tiles and there is 
an agreeable sculpted horse at its 
centre. Gough shows that good 
architecture can be knock-about and 
entertaining. Hopkins shows that 
good architecture is also restrained 
and elegant. 


Nutmeg and Ginger 


ORANGE TREE 

In the naughty world of musicals 
today, this revival of Nutmeg and Gin- 
ger ought, to be a good deed that 
beams forth. Its Richmond anftf«nra» 
greets it as such, and its cast puts it 
over with great verve. I alone, poor 
scoundrel, found it repulsively 
mimsy. ft is very, very Kn gfah - in 
other words barndess, arch, clever- 
clever, bulging with Pickwickian good 
cheer and thoroughly out of touch. 

Nutmeg and Ginger is the work of 
Julian Slade, whose several other 
musicals faeinfla Salad Dogs »»yi Free 
As Air. and is based oh Beaumont's 
play TheKnight of the Burning Pestle. 
A troupe 'of travelling players is inters 
rupted in mid-prologue by a grocer 
and bis -wife in file a ud ience. They 
bribe fiie players to add a ride for 
their son Ralph, who plays the K. of 
the BnrningP. Ralph’s parents keep 
on derailing the plot, not only on 
behalf of their boy, but also wherever 
they have a whim. This could he ter- 
rific - a crazy m usical with lunatic 
lapses in dramatic logic and barbed 
jokes about the. demands made by 
patrons. 

But Nutmeg and Ginger is too mild, 
too arch, for that. Its language is 
partly mock-Jacobean, with Sues Eke 


“In sooth thou hast refreshed our 
stiffened shanks." ' (One character 
Asps and says little but. "Yeth, for- 
thwith, mother.") And partly rhyming 
couplets. One jilted suitor fin "Love 
haa made a beast of mar) sings Tve 
tewmw a beastly fallo w./ At fall Tnnnn 
l roar and bellow." I would Eke to 
compliment all concerned in w«riiy 
so assured a case for Nutmeg and 
Ginger - this is its first production 
since its 1963 premiere production fa 
Chel tenham — but my heart wouldn’t 
be in it 

How - this show made me long for 
something as ingeniously daft as The 
Oourt Jester. 

The music is deft neat and smug, ft 
belongs m the Gubert-and-SuIlivan 
tradition, with jokey pieces of gratu- 
itous coloratura, smartly crafted 
ensembles, and the chorus j oining in 
the refrain a f private airs or duets. In 
one of to* more *"u«M>bj>ii numbers 
{“Begone, my Juggy, my Puggyfr). a 
nervous clarinet attempts some jazz 
accompaniment But that is about as 
for into the twentieth century as the 
show trt«H to iynw 

"Nose! Nose! JoRy Red Nose!" sings 
Mr Maxythougit In the title sang; 
explaining what a life cf nutmeg, gin- 


Cas t t change in Carmen 
Jones at Old Vic 


Gary Wflmot is to star as Joe opposite 
the Carmen of Sharon Benson from. 
July 8 at the Old Vic to Simon Cal- 
low’s production of the mu sical Oar 
men Janes. ' 

Also, Paula Ingram is to be guest, 
star as Carmen opposite Damon 
Evans's Joe for eight weeks from July 


9 as Wahelmenia Fernandez fulfils 
previously arranged commitments. 

Gary Wflmot played the lead role in 
toe London production of Me and My 
Girl for taro, years, and American 
Paula Ingram was to the acclaimed 



Mary Lincoln and 
Osmund BuHoc 

gear, song and jollity have done to bis 
(dfa nu n i nve) conk. “A man is not a 
man without his jolly red nose!" 
Meanwhile we are invited to chortle 
at the fryfl <rron a idea of that vulgar. 
common, ignorant (tort nice) grocer’s 
wife Interfering with the show and 
her son Ralph pretending to be a 
highfiown telght ft this musical b»s 
a message, it is complacency. 

Alastair Macaulay 


The Fishing Trip 


WAREHOUSE THEATRE, CROYDON 


When a biography of toe director 
Lindsay Anderson is written, a whole 
rftmpter could concern his collabora- 
tion with Frank Grimes. Anderson 
hag twice directed Grimes as Hamlet, 
and Grimes has worked with Ander- 
son in several other productions - 
such as the original stagings of David 
Storey's The Farm and Life Class and 
Ben Travers’s The Bed Before Yester- 
day, the filing Britannia Hospital and 
The Whales of August. Now that 
Grimes has turned playwright - The 
Fishing Trip is his first to be per- 
formed - Anderson directs; and 
Grimes plays the central role. 

Four men, alone together for a 
weekend. Hie action occurs to a log 
cabin out in the mid- West of America. 
Jules (Ian Hogg) is an Irish director 
who has made it to America and who, 
each year, directs a summer season 
out in toe mid-WesL Chuck (Paul Bir- 
chard) and Pat (Stuart Milligan) are 
among the American actors who 
always re-join his company. Each 
year, prior to the season, throe three 
buddies spend a week fishing here. 
This year, however, Jules has also 
invited Stephen (Grimes), an Irish 
actor whom he first knew to Dublin 
and who, fresh from his first work to 
Hollywood, will now join the company 
this summer for the first time. 

Even though Stephen arrives soon 
after the other three. The Fishing Trip 
takes a long time (an act and a bit) 
before ft reveals what ft has on its 
mind. Meanwhile, there are a lot of 
red herrings floating around. Early 
on, Jules assures Chuck that he’d 
have no need feel jealous of Steve. (I 
spent the next hour looking for cracks 
that might become closet doors.) 
Chuck, Steve and Pat are all married; 
but Chuck is so over-quick to refer to 
his wife and three children, Pat has 
just split up with his wife, and we 
never hear of Stephen's wife apart 
from Jules’s reference to a shotgun 
wedding years ago. 


But no, it’s not that kind of play. 
The Fishing Trip Is really just the 
Henry James story in reverse: ingenu- 
ous European marnnnpri among nar- 
row-minded. conservative, blinkered 
old Americans. America, to these 
Americans (Jules included), is white, 
reactionary and conformist. Artless 
Irish Stephen keeps making one 
un-American faux pas after another. 
He’s pro-Negro, he’s pro-American-In- 
dian. he’s pro-feminist He’s so liberal 
that the other ask hhn in alarm if he’s 
(a) an anarchist (b) a commie. He 
doesn’t believe that America is the 
yardstick cf success and, most danger- 
ous of all, be maicpB slighting remarks 
about the singer Willie Nelson. 

At times toe play almost becomes 
an all-male Tennessee Williams, with 
Stephen as the Orpheus who descends 
Into this mid-West and nearly saves 
Pat from this beautifol Hell of tight- 
arsedn e ss. ft meanders, however, ft 
never sustains tension for long, and 
its efforts at poetry (Steve describing 
his journeys through Navaho coun- 
try) are a bore. It could work better as 
a TV play. Here, because we never see 
tbe lake, the visual beauty that would 
add dramatic irony to the play is 
missing. And, though this is a realis- 
tic play, Grimes gives us too little 
sense of detail What kind of company 
is Jules's troupe? 

The fact that the play draws from 
autobiographical experience does not 
raise your opinion of tbe playwright 
And his play gives no very interesting 
opportunities to its four players, and 
none of the four quite convinces in 
his most crucial scene. Anderson’s 
direction ensures that this always 
runs with seamless naturalism. It 
helps that the two native Americans 
are played by American-born actors. 
But the Irish charm that is credited to 
both Jules and Stephen went unno- 
ticed and unfelt by me. 

Alastair Macaulay 
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Ariadne in St 
Louis 


There was no new work in the 
Opera Theatre of SL Louis sea- 
son this year (but for next year 
the American premiere of 
Judith Weir’s Vanishing Bride- 
groom is billed, and also Brit- 
ten’s Dream). The 20th century 
was represented by an ambi- 
tious new production of 
Ariadne auf Naxos, staged by 
Nicholas Muni, arising star to 
America's opera sky. Muni 
began from the questionable 
prenlire that the .Arfodiw opera 
leaves the prologue “unre- 
solved" and saw it as his chal- 
lenge to improve upon 
Strauss’s »"<l enteannrfhal 'a 
dramaturgy and "create an 
organic connection between 
the prologue and tbe opera". 

So we remained backstage 
throughout, and the prologue 
characters - Composer Jdusic 
Master, Major-Domo, and the 
rest - remained present and 
prominent. Elegance, charm. 
Illusion were eschewed. The 
Prima Donna guyed her first 
aria, “Em Schones war” - for- 
got what came next, peeked at 
a score concealed on her rock 
(loud laughter), was prompted 
from the wings by a desperate 
Composer. I hated ft, and felt 
angry. But gradually a Piran- 
dellian magic took over. Myste- 
rious, idealized figures of Circe 
and Hermes (the enchantress 
in Bacchus’ thoughts, the 
death-announcing god that 
Ariadne expects) materialised, 
and others too: a raddled little 
crone whom Zerbinetta sees as 
what she may one day become, 
the romantic Octavian-like 
young Composer of the cre- 
ators’ tempiniwg |n addition to 
the plump little tosspot played 
by Anna Steiger. The final, 
ecstatic duet was sung by a 
soprano to frowsy wrapper and 
mob cap - hauled back from 
her dressing-room to the stage 
from which she had stomped In 
anger - and a stout, bald 
tenor who had discarded Us 
wig. It soared. 

Muni had written a new 
drama: about the mysterious 
ways to which opera works; 
with backstage crises and tem- 
perament dadiwr manHgBWM»nt 
imperatives that dip tbe bolder 
flights of what artists want to 


do; singers’ inner anguish as 
their assumed roles touch trou- 
bled nerve centers of their real 
personalities; and, through it 
all tbe “show-must-go-on" ded- 
ication exemplified in Canto's 
“Vest! la giubba,” in PngtiaccL 
To be sure, Hofmannsthal and 
Strauss wrote this drama too 

- but in their prologue. The 
difference between their 
Ariadne auf Naxos and Muni's 
Is that for them "transcen- 
dence" takes place in the inter- 
val - after it, the vain, ridicu- 
lous Prima Donna reappears as 
a wholly serious and stirring 
Ariadne - whereas Muni con- 
tinues the prologue concerns 
throughout the “opera proper.” 

Transcendence - the power 
of music to carry all before it 

- does come, but itcomes late, 
and only after much of Ariadne 
proper has been sacrificed. Hof- 
mannsthal haters admired fate 
production. I didn’t hate it; it 
was intelligent, richly 
wrought, ehairpngfag stimulat- 
ing, and very well executed. 
But, having so often responded 
to “straight" productions of the 
opera, 1 wondered whether 
Muni’s revision was “neces- 
sary." What if he had confined 
his perceptions to the prologue 
and then - with his excellent 
cast - presented the Ariadne 
of its creators’ intention? 

SL Louis - the best Ameri- 
can city - was the birthplace 
of Edith Mason. Helen Traubel, 
Richard Stilwell; and Christine 
Brewer, the Ariadne, with her 
ample, freely produced soprano 
continues the line. David 
Rampy was a rin g in g Bacchus. 
Tracy Dahl, the Zerbinetta, is a 
toughie soubrette who can 
make horrible sounds at one 
moment and then suddenly 
captivate one by her brilliance 
arid, yes, delicacy; and she sure 
is a performer. Wright Moore, 
the Brighella, showed how a 
light tenor focussed on the 
words carries more tellingly 
than a voice poshed. Miss 
Steiger was in poor voice; the 
Composer’s Knag did not soar. 
Stephen Lord was an alert con- 
ductor. 


Andrew Porter 

Midsummer Night’s Dream 

HIGHBURY FIELDS 


It is a sign of th e*» indninwi t 
times that a small but signifi- 
cant chapter of Britain’s recent 
theatre history should have 
been written overseas. Most 
prominent on the expatriate 
roll are Peter Brook and Lind- 
say Kemp, but hoe is another 
for toe record - the travelling 
company Footsbarn, who for- 
sook their native Cornwall for 
France 12 years ago. 

From their encampment in the 
well-groomed centre of North 
London’s Highbury, this per- 
forming caravanserai unfolds a 
vision of Shakespeare that is 
vivid, self-indulgent and oddly 
innocent 

Although Foots barn are 
pretty cavalier with their text, 
they knock ft about with con- 
spicuous affection. Their Mid- 
summer Night's Dream is col- 
onrfully, though 

uncomfortably, set in a big top 
strewn with wood shavings, to 
which the Lysander and Deme- 
trius first appear as huge car- 
nivalesque fighting cocks spar- 
ring for their little white hem. 
The Athenian lovers drop their 
pennants to emerge as two ill- 
favoured clowns puffed up 
with amorous pursuit of the 
glum and the pert. 

There is no attempt to find a 
unity of imagery; rather the 
character of the piece emerges 
from the variety of its refer- 
ences. One minute Titaxda is 
affecting the refined graces of 


Indian temple dancer, and the 
next she is an Eastern sensual- 
ist, who abandons herself to 
the lust of an ass in the 
splayed scarlet heart of a 
spreading lotus flower. 

If this variety provides the 
production with its vividness it 
also lays it open to the charge 
of self-indulgence, to order to 
accommodate toe creativity of 
the ensemble, the running time 
has been stretched and the 
play itself pruned. Hence, Pock 
appears as a capering satyr 
with two little horns peeping 
out of his hair, who does not 
speak but witters with excite- 
ment as he does his master’s 
bidding. 

Out goes the dumbshow that 
precedes the mechanicals’ 
play, and in comes a lot of 
extra comic business. Bottom 
panes his nails with a sword 
and is wooed out iff an artistic 
tantrum with unscripted flat- 
teries whispered through a 
keyhole. 

None of tbe liberties strike 
me as offensive, it’s just there 
are so many of them. After sit- 
ting through two-and-a half 
hours without interval, one 
can’t help wishing Piramus 
and Tbisbe a speedy dispatch. 
The comic climax of Shake- 
speare’s play is submerged by 
the tidal wave of Footsbam’s 

fantasy. 

Claire Armistead 



BERLIN 


. music.-;- - =' - 

Deutsche Qper 19.30 Franz 
WelseoMdat conducts Ponnelfer . - 
production. ot Rdeilo, with Deborah 

Potaski as Leonora, James King 
as Flbrestan, Gent Ffefdhoff as - 
Ptearro and Peter Woven as Rocco. 
Tomorrow's pertormanceof Aida 
Is booked out Wed and Sab La 
ctemenza di Tito. Thurs: Figaro.' 
Sun: Der FrsfacftQtz (3410 240) 
SchauspMnua 2Q,Q0-Crlstobal 
Haiffter conducts Berlin Symphony ' 

Orchestra in Halffter's Concerto 
for Saxophone Quartet and ... 
Orchestra arid Mahler’s First - 
Symphony. Tomorrow: , Beethoven 
programme with Berlin Radio 
Orchestra. Fri: Achim Zlpimermann 
conducts Mendelssohn's oratorio ; \ . 
St Paul. Sat opening concert. Of - ■■ 
Berlin Bach festival. Sun: St John 
Passion (2272 261) 

THEATRE ■ 

7?JfS week's repertory at: the 
Berliner Ensemble (28Z7-712) . 
includes Mother Courage 
(tomorrow), SctoVejto(Fri), the 
Good Person of Sezchuar>(Sat) 
and Galileo (Sun). The Deutsches- 
Theater (2871 225) has Lessing’s ■ 

Nathan the Wise (tonight), 

Bulgakov’s Paris, Paris {tomorrow), 


Goethe’s' Egmont (Wed), Ibsen's 
Peer Gynt (Safi arid Ionesco’s The 
Bald Prima Donna (Sun), plus G.B. 
Shaw’s. Village. Wooi ng at the 
Kammerspiele (2871 226). The 
. Maxim Gorki Theater (2082 748) 

Is showing George Taborl's Mein 
Kampf (tomorrow and Sun), 
Shakespeare's As You Like It 
. (Thurs) and Chekhov’s Three 
Sisters (Sat). In the western part 
of the cRy the Schiller Theater has 
- Goethe's Iphlgenie auf Tauris 
(tonight), Peter Turrini’s Tod und 
Teufel (tomorrow and Fri) and a 
new production of Leasing's Minna 
von Bamhetm directed by 
Katharine Thai bach (Wed, Sat and 
Sun). Anouilh’s The Orchestra can 
also be seen in the Werfcstatt cm 
Wed, Sat and Sun (3195 236) 

■ BUDAPEST 

Museum of Music History 20.00 
Recital of cimbalom duos by Ilona 
Szeverenyf and ffdffco Vekooy. Fri: 
trumpet and -organ recital by Zsott 
Nagy Major.and tetvait Ruppert 
in the Matthias Church. Sun: 
Andras Ligeti conducts Budapest 
Symphony Orchestra and - - - 
Hungarian.fladio Chorus' In the. - 
Pest Concert Hall. Every Tues, . 
Thurs and. Sat during : the summer 
months; there is an operetta . 
concert In the Post ConcertHalL 
Pre-booking at Philharmonic ' 
booking office, Vorosmarty ter 1 

■COLOGNE 

Openrftaus 19.30 Jochen.UIrich’a 
Tanz Forum production of Romeo 
mid: Juliet; music by Prokofiev. 
Tomorrow: L’efislr d'amoro. Wed: 
Fldelio. with Nadine Secunde as 
Leonora. Thurs till July 8: 
Broadway production of West Side 


Story (221 8400). Tomorrow in 
' PhUharmonie: James Conlon 
conducts Dvorak's Requiem, with 
soloists Gabriels Benacfcova, 

Harms Schwarz, Dennis O'Neill 
and Hans Sotln. Fri: Giulini 
conducts Beethoven (2801) 
ScheuspieDieue 19.30 Plat, play 
by Pam Gems. Runs till Sat except 
Thurs (221 8400) 

■ GENEVA 

Grand Theatre 3X00 Gabriele Ferro 
conducts Beta Nlckler’s production 
of Guillaume Tell, with Jose van 
Dam In tide role, Chris Merritt as 
Arnold and Jane Eaglen as 
Mathilda. Also. Fri and next Mon 
(212311) 

■ LONDON 

MUSiC AND DANCE 
Coliseum 19.30 English National 
Ballet’s summer season opens 
with .John Cranko’s-Ths Taming 
of ttiB Shrew, designed by 
Elisabeth Dalton, with music by 
Domenico Scarlatti adapted by 
: Kurt-Hetnz Scholze. Repeated 
tomorrow; Wed and Thurs. Later 
In the week there Is a programme 
of.one-aet ballets. The ENB season 
at the Coliseum ends on July 6, 
and resumes at the Royal Festival 
Hall on July 29 (071 836 3161) 
Covent Garden 19.00 Jeffrey Tate 
conducts John Schiesingeris 
production of Les Contes 
d’Hoffmann, with Alfredo Kraus 
in title role, James Morris as the. 
four villains and Sumi Jo, Anne 
Howells and Leonti na Vaduva In 
the main female rotes, also Thurs 
and Sat. Tomorrow: Royal BaJlet 
triple bill. Wed: Attila. Fri: La 
Cenerentola (071 240 1088) 

Ri^al Festival Hati 19.30 An 


evening with Milton Nascfmento, 
Brazilian singer-songwriter. Wed: 
Alfred Brandel plays Mozart Thurs: 
Previn conducts Britten's War 
Requiem (071 928 8800) 

THEATRE 

Natfonaf Theatre: Che Olivier has 
John Webster’s Renaissance 
tragedy The White Devil (1612) 
tonight and tomorrow, in a 
production directed and designed 
by Philip Prow se. This is followed 
for the rest at the week by Steven 
Pimlotfs production of Mol fore's 
The Miser (1668), in a new 
translation by Jeremy Sams. The 
Lyttieton devotes the whole week 
to Eduardo de Filippo's Napoli 
Mllionarfa (1945), directed by 
Richard Eyre with a cast Including 
Ian McKellan, Peter Jeffrey and 
Clare Higgins (previews tonight, 
tomorrow and Wed, press night 
on Thurs). The play is a story of 
ambition and the will to survive 
in postwar Naples. At the 
Cottesloe, A Ian Ayckbourn's 
Invisible Friends has its last 
performances of the season 
(tonight, tomorrow and Wed), and 
Is followed by Keith Dew hu refs 
new play Black Snow, inspired 
by Bulgakov's comic novel about 
the Moscow theatre in the 1920s. 
For information about ail West End 
shows, phone Theatreline from 
anywhere in the UK: Pfays 0836 
430959 Musicals 0836 430960 
Comedies 0836 430961 Thrillers 
0836 430962 


■ MILAN 

Teatro aBa Seals 20.00 Rlccardo 
Muti conducts Orchestra of La 
ScaJa in Busoni's Turandot suite, 
Scriabin's Poems d'Extasa and 
Brahms' First Plano Concerto, with 
Maurizfo Pollinl. Tomorrow, Thurs 


and Sat Muti conducts Jerome 
Savary’s new production of Attila. 
Wed and Fri: Mirella Freni sings 
In La bo heme (7200 3744) 


■ NEW YORK 

Broadway: The Will Rogers Follies 
(Palace Theater), which won six 
Tony Awards including best 
musical. Is an old-fashioned 
all-American extravaganza directed 
with customary flair by Tommy 
Tune, with a cast led by Keith 
Carradine. Grand Hotel: The 
Musical (Martin Beck Theater) Is 
another Tommy Tune success, 
set in an International Berlin hotel 
in the late 1930s. Gypsy (Marquis 
Theater) has music by Jule Styne 
and lyrics by Stephen Sondheim, 
plus foe original choreography 
by Jerome Robbins. The Phantom 
of the Opera (Majestic Theater) 
is the long-running Andrew Lloyd 
Webber/Harofd Prince musical set 
In the 1860$ and telling of a 
mysterious creature who lurks 
beneath the Paris Opdra stage, 
exercising a reign of terror over 
performers and audience. The 
Secret Garden (St James Theater) 
is a musical based on the Frances 
Hodgson Burnett novel about an 
orphan who goes to live with her 
uncle and discovers a magic 
garden: Daisy Eagan won one of 
this season's Tony Awards for her 
performance. Lost In Yonkers 
(Richard Rogers Theater) is the 
award-winning Neil Simon play. 
Hcfcetron answers inquiries and 
sells tickets (246 0102) 


■ PARIS 

TWAbre des Champs-Efystes 20.30 
Philippe Herreweghe conducts 
La Chapelle Royale and Collegium 


Vocale In Haydn's The Creation, 
with soloists Hiffevi Martinpefto, 
Peter Lika and Markus Schafer. 
Tomorrow: Richard Armstrong 
conducts final performance of Peter 
Stein’s WNO production of Faistaff 
(4720 3637). Thurs at Opdra 
Bastille: first night of Robert 
Wilson’s production of Die 
Zauberfldte (4001 1616). Thurs at 
ChAtelet concert performance of 
Meyerbeer" a opera L'Africaine 
(4028 2800} 


■ VIENNA 

MUSIC 

Staatsoper 18.30 Silvio Varviso 
conducts Der Rosenkavalier, with 
Anna Tomowa-Sintow as the 
Marschallln, Susanne Mentzer as 
Octavran and Kurt Rydl as Ochs. 
Tomorrow and Fri: Erich Leinsdorf 
conducts Fldelio. Wed: Die Frau 
ohne Schatten. Thurs: Tosca with 
Hildegard Behrens and Placido 
Domingo. Sun: Domingo sings 
Otello (51444 2960) 

VoBwoper 19.00 Donald Runnlctes 
conducts German-language 
performance of Cosi ten tutte. with 
a cast including Gabriele Fontana 
and Hedwlg Pass bender. 
Tomorrow: Der FrelschOtz. Wed: 
Der Graf von Luxemburg (51444 
3318) 

THEATRE 

This week’s repertory at the 
Akademietheater and Burgtheater 
includes Pirandello’s Henry IV, 
Feydeau's Hotel Ultimus and a 
new production on Thurs of Klelsfs 
Pen foes I lea (51444 2218) 

Telephone sales of tickets for the 
Staaisoper, VoJksoper and 
Burgtheater are available 
worldwide for holders of credit 
cards by ringing Vienna 5131 513 


European Cable and 
Satellite Business TV 

(ail times CET) 

MONDAY TO HUDAY 

Euroapori 

0600-0830 International Business 
report 

cm 

0500-0530 Money Une 
0800-0830 Moneyllne 
1230-1300 CNN Market Watch 
1330-M00 Business Day 
2000-2030 World Business Today - 
a Joint FT/CNN production with a 
review at the day's rnajor busi- 
ness stories 

2300-2330 Wbrlo Business Today 
0100-0130 Morwytlne 
Supareftsrme/ 

0700-0830 Financial Tim os Busi- 
ness Report 

A live minute business briefing 
broadcast three times between 
0700 and 0900 

2220 - 2250 (Wtoi Rnancfaf Times 
Business Weekly - the latest 
round-up of business news wttfi 
James Bellini and Debbie Middle- 
ton. 

0830 A 2030 (Thurs) Financial 
Timas Business Weekly 
Sky New* 

1200 International Business 
Report 

2130 (Thurs) Financial Timex Busi- 
ness Weekly 
SATURDAY 
CNN 

0600-0830 MoneyHne 
08000990 World Business Today - 
B joint FT/CNN production 
1540-1610 MonQywMk 
1 900- 1 930 World Business This 
WseK 

21 10-2 WO Your Money 

Sunday 

Suaerenannel 

1600-1830 FT Business Weekly 
1830-2000 FT Business Weekly 
23300030 FT Business Weekly 
Skr New* 

1030-1100 FT Business Weakly 
CNN 

07100740 Momywmk 
1540-1610 roar Money 
1600-1840 Moneywook 
0040-0110 Inside Business 
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Return to 
Berlin 


THE DECISION to make Berlin 
the capital of the newly united 
Germany will have profound 
long-term effects on the politi- 
cal and economic geography of 
Europe. For nearly half a cen- 
tury after the end of the second 
world war, the continent was 
ar tificially divided. Communi- 
cations went north-south; a 
large part of eastern and cen- 
tral Europe was effectively cut 
off from dynamic economic 
development 

The reasons for that were 
almost entirely political Sovi- 
et-imposed communism in east- 
ern Europe did not work. West- 
ern Europe under capitalism 
continued economically to 
grow. But the geographical 
dividing line was unnaturaL 
Once President Gorbachev 
abandoned military domina- 
tion of eastern Europe, the Ber- 
lin Wall came down and Ger- 
many was united, new 
frontiers opened up. The choice 
of Berlin as the capital is 
another step in that direction. 

It win take several years for 
the physical move from Bonn 
to be completed. Yet the realis- 
ation of the potential effects on 
investment and economic 
development should be imme- 
diate. This is not just a move 
or a few government depart- 
ments from one part of Ger- 
many to another. Tied to the 
reopening of the eastern part 
of the continent, it is a funda- 
mental shift 


Geographical facts 

Some elementary facts of 
geography should help to 
explain why. Berlin is some 350 
miles east of Bonn. Whereas 
Bonn is quite close to Paris 
and Brussels, the closest capi- 
tal cities to Berlin are Prague 
and Warsaw. Moreover, in this 
part of central Europe there is 
a pool of surplus, or under-util- 
ised labour waiting to be taken 
up. There are communications 
to be developed: the railway 
link from Cologne-Bonn to Ber- 
lin. for example. And Berlin 
itself, seemingly overcrowded 
at the moment, has room to 
grow. 

During the cold war. West 
Berlin was one of the most sub- 
sidised cities in Europe. It suf- 
fered from the lack of a hinter- 
land. Kail, road and air 
communications were all diffi- 
cult; it was not even easy to go 
for a Sunday drive in the coun- 
try. Thus people had to be sub- 


Bonn's loss 

The losers include the people 
of Rnnn . so me of whom had 
invested a great deal in the 
expectation that the provi- 
sional capital would become 
permanent Even more busi- 
ness-oriented neighbouring 
cities, like Cologne and Dfissel- 
dorf, must now be wondering 
about their long-term pros- 
pects. Frankfurt too, may have 
to looks to Is laurels as a major 
financial centre. Indeed there 
is a sizeable part of the conti- 
nent that extends into France, 
Hgigium and the Netherlands 
that must be worried about the 
consequences of the eastwards 
shift 

Britain will not be entirely 
fanmima. The UK alr eady suf- 
fers somewhat from being an 
the geographical periphery of 
the European Community, 
although it has had its share of 
inward investment The move 
to the centre of Europe may 
well be followed by a switch of 
investment intentions towards 
the new frontiers, not only fay 
the Europeans but also by the 
Japanese and Americans. The 
message, once again, is that 
the British must try harder to 
compete internationally. None 
of that however, should miti- 
gate the pleasure of seeing 
Europe peacefully opening up 
in a way that once seemed 
almost inconceivable. 


A shaky form 
of protection 


THE FUTURE of Britain’s 
creaking investor protection 
system may depend on the 
number of skeletons hidden in 
the closet since before the 
Financial Services Act came 
into force. After Friday's High 
Court judgment on the inves- 
tors' compensation scheme, the 
appearance of a couple more 
Levitts or Dunsdales could be 
the final straw for the indepen- 
dent financial adviser. 

The High Court ruled in a 
test case brought by the Secu- 
rities and Investments Board 
over liability for losses on 
investments made before the 
investors' compensation 
scheme took effect on August 
28 1988. The SIB believed that 
the scheme was liable for such 
losses and supported action by 
a representative investor 
against the scheme to obtain a 
definitive ruling. 

The action joined the inves- 
tors' compensation scheme 
with the Financial Intermedi- 
aries, Managers and Brokers 
Regulatory Association - Fim- 
bra - which regulates small 
independent financial advisers. 
Fimbra has to pay the first 
£19m a year of c laim s to the 
scheme in respect of losses 
arising from member firms. To 
be made liable for losses 
incurred before the scheme 
was set up seemed to hard- 
pressed Fimbra members to be 
not just unfair: they saw it as 
an attempt by the government 
to avoid liability for a period 
when the Department of Trade 
and Industry was responsible 
for regulation. 

Mr Justice Morritt applied 
the wisdom of Solomon by slic- 
ing the liability into two parts. 
The scheme - and Fimbra - 
is liable only for losses on 
Investments made on or after 
December 18 1986, the date on 
which the concept of “invest- 
ment business'' first appeared 
in a statute. If investors wish 
to be compensated for losses 
before that date, they will have 
to pursue the government, as 
the Barlow Clowes Investors 
did so successfully. 


this year suggested that the 
organisation was facing insol- 
vency. Further crashes on the 
scale of Levitt and Dunsdaie 
could tip the balance - espe- 
cially now that losses on 
Investments since December 
1986 must be covered. 

Twice in the past, Fimbra 
has been balled out by the 
large life insurance companies. 
There are reports that a third 
such exercise is planned, with 
Fimbra covering the first £5m 
of compensation and the 
remainder coming from insur- 
ance companies in proportion 
to the commission they pay to 
Fimbra members. This would 
be a sensible stop-gap which 
recognised the importance to 
those companies of the inde- 
pendent intermediaries who 
sell their policies. 


Laibility limited 
For Fimbra members, the 
judgment at least limits the 
extent of their liability to 
investments made in the 
period since December 18 1986. 
But Fimbra is already not in 
the best of financial health: 
leaked correspondence earlier 


Stop-gap measure 

But It Is only a stop-gap mea- 
sure. The cost of self-regulation 
has driven many independent 
intermediaries into becoming 
appointed representatives of a 
single insurance company. It 
may be that the concept of 
independent financial adviser 
who combs the market disin- 
terestedly on behalf of the cli- 
ent is not sustainable in a 
highly regulated environment 
The SIB is currently looking at 
authorising a new type of 
intermediary who would sell 
the products of a limited range 
of companies - this would 
offer a manageable alternative 
for the adviser who wished to 
avoid becoming a salesman. 

Whatever the outcome of the 
SIB's thinking, a plurality of 
retail outlets for financial ser- 
vices is worth defending. It 
would be a sad day if the only 
people selling Investment prod- 
ucts in the UR were salesmen 
peddling the products of one 
firm only. 

Even if the financial pres- 
sures caused by Friday’s judg- 
ment can be eased, a more sta- 
ble structure Is needed which 
distributes the costs of self-reg- 
ulation more equitably. Per- 
haps it Is time to go back to 
the original Idea of a single 
supervisory board for those 
marketing investment prod- 
ucts. Meanwhile. Friday’s rul- 
ing will seem desperately 
unfair to those who happened 
to put their savings into 
unsound hands before what 
will seem to them to be an 1 
arbitrary cut-off date. 
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sidlsed to stay there. East Ber- 
liners (fid not even have the 
compensations of political free- 
dom and a high standard of 
living. As a state on its own, 
East Germany never made it 
and Med to win the support of 
its own citizens. With the end- 
ing of artificial barriers, ail 
that should change. Berlin 
should now begin to take off as 
a great European metropolis. 

There will be gamers as well 
as losers. The principal benefi- 
ciaries will be the people of 
Berlin and of eastern and cen- 
tral Europe who have seen a 
vote of confidence in their 
future. A united Germany has 
a vested interest in malting a 
success of the new venture, 
just as the federal republic 
made a success out of the rains 
of the second world war. The 
challenge is great, especially 
given the financial require- 
ments in the short to medium 
term, bnt it would be a mistake 
to assume that the country will 
not be up to it 


I n the frantic moments at West- 
minster after Mr John Major was 
elected Conservative leader last 
November, a colleague offered an 
Instant judgment on his party’s 
choice. The new prime minister, he 
said, was "a symbol of our exhaus- 
tion’’. 

It was not the caustically malicious 
remark it might now seem. The minis- 
ter who offered it was, and still is, a 
firm admirer. He was commenting on 
the legacy of Mrs Margaret Thatcher 
as much as on the promise of her 
successor. 

It was, though, a phrase that came 
back to mind last week as the prime 
minister found himself drowned out 
in the din created by his two prede- 
cessors as they crossed swords over 
Europe. A government struggling to 
bind the self-inflicted wounds of eco- 
nomic recession and internal divi- 
sions over Europe offered few signs 
that it has yet found the energy and 
sense of purpose to restore its for- 
tunes. 

Cabinet ministers told anyone who 
asked: “It will all come right once the 
economy starts picking up." But it 
was hard to escape the suspicion that 
reassurance was being offered as 
much in hope as expectation. 

Mr Major's oblique rather than 
direct repudiation of Mrs Thatcher's 
threatening asides, and Mr Edward 
Heath's vitriolic rejoinder, left an 
awkward feeling that he has not yet 
mad** the transition from party leader 
to prime minister. 

As be faces what promises to be one 
of the most challenging weeks of his 
brief tenure in Downing Street, it is a 
suspicion that the prime minister 
| needs to dispeL 

He must demonstrate to his party 
at Westminster and to his partners at 
the European ftmunnn Hy summit in 
Luxembourg at the end of this week 
ihafr hie carefully-crafted moderation 
can survive the onslaughts of Mrs 
Thatcher and yet keep Britain in the 
main«tn»ein of European integration. 

Mr Major must also live up to the 
promise of his aides that a keynote 
speech on Thursday will demonstrate 
that his personal brand of Conserva- 
tism is more than a shaky bridge over 
which Us party can inarch from the 
past to the present “Majorlsm”, an 
incautious description coined and 
then dropped in Downing Street in 
the brief apace of a weekend, has yet 
to find resonance for what it is, rather 
than far what it is not 
Back in November, his colleague's 
instant judgment on the party’s pref- 
erence for Mr Major made an obvious 
bnt important point After the frenzy 
of self-destruction in the closing 
stages of Mrs Thatcher's reign, Tory 
MPs wanted an end to the permanent 
revolution and authoritarian leader 
ship which had brought them the poll 
tax and a disintegrating cabinet In 
the words of Mr Douglas Hurd, then a 
candidate for the succession, they 
wanted a leader who would "listen 
rather than lecture". 

Mr Major was a youthful face with 
a fresh appeal; but a face with suffi- 
cient superficial resemblance to his 
predecessor to reassure colleagues 
that they would not have to repudiate 
all that had gone before. He was a 
man who had built his political for- 
tunes on an instinctive preference far 
consensus over confrontation, yet he 
was nonetheless Mrs Thatcher's 
anointed successor. 

The voters, it seemed, were 
impressed. In the weeks which fol- 
lowed his move into Downing Street, 
Mr Major's popularity in the opinion 


Philip Stephens questions whether the 
qualities that served John Major on his rise 
are those he needs as prime minister 


around the edges 



fished in the opinion polls looks 
daunting rather devastating. 

The chattering classes have now 
begun to ask awkward questions. 

Yes, the most frequently heard line 
runs, we know that he is an intelli- 
gent, clear-thinking politician. Yes, 
we like the fact that he has restored 
cabinet gover n ment But has he come 
to the job too soon? Does be have that 
extra dimension that distinguishes 
the primus from the pares? 

The Opposition, of course, is rather 
more blunt After years of watching 
Mrs Thatcher send Mr Neil Kinnock 
reefing from the Commons chamber 
with bis shirt soaked in blood. 
Labour’s exultant cry is that Mr 
Major is weak, a ditherer, a man who 
pr efe rs expediency to policies. 

As in all swings of the pendulum of 
opinion at Westminster, there is as 
much fashion and prejudice as sub- 
stance in the more considered assess- 
ments. Some of those who decried Mis 
Thatcher's authoritarian approach 
appear now to be lamenting Mr 
Major’s reluctance to emulate her. 

The prism through which Mr Malm 


his party's wounds is no less real far 
that Assessments cast casually in the 
hot-house atm osphere of Westminster 
have a nasty habit of percolating 
through to a wider public conscious- 
ness. Labels , once stuck on, are diffi- 
cult to detach. As one backbench. 
Tory MP, a friend not an enemy, put 
it list week: It's not good enough if 
the failing in pubs is he is a 
idee, honest chap but a hit lost as 
prime minister.” 

Such perceptions rami e intona? Ini . 
tatfo p in Downing St, which reds off 
a catalogue of foreign and domestic 


ttement they should have received a 
year ago; partial sense has been made 


A fresh, still-popular, 
face Is no longer enough, 
even if Labour’s lead in 
the opinion polls looks 
dannting, not devastating 


polls jumped to levels never achieved 
by Mrs Thatcher during more than a 
decade. 

His application of the soothing 
balm of social conscience to his free- 
market inheritance, and his coolly 
skilful handling of the Gulf war, saw 
the Conservatives wipe out a 15-point 
Labour advantage in the opinion 
polls. 

Seven months on, a fresh, still-pop- 
ular, face is no longer enough, even if 
the lead that Labour has re-estab- 


is observed is heavily distorted by 
short memories of the iron grip with 


short memories of the iron grip with 
which Mrs Thatcher eventually ruled. 
A Tory MP who served in her first 
cabinet in 1979 remembers her then as 
equally unsure of herself, equally 
unaware of the power which an 
unwritten constitution bestows on the 
prime minister “She floundered for 
two years.” 

Criticism of his leadership qualities 
may seem unfair to Mr Major but the 
pressure on him to provide a firmer 
lead in the country as well as to hind 


policy decisions to demonstrate that 
Mr Major’s has not been a gove r n - 
ment of inaction. 

Even if the Golf war, and the subse- 
quent leari he gave in the Kmttish 
relief effort are discounted, the prime 
minister «m riahn to have made a 
lengthy list of derisions. 

He managed to sink Mrs Thatcher's 
poll tax fla g shi p without splintering 
his own party. He has removed many 
of the smaller, but stfll significant, 
running sores. The upratfng of child 
benefit has been restored; haemophi- 
liacs turned into victims of the Aids 
virus through infected NHS blood 
transfusions have been given the set- 


receive extra benefits during 
extr e m ely cold weather. 

Mr Major’s diplomacy in Europe 
aimed at the outset to reverse what 
most Tories saw as an unfoigfveahle 
miscalculation by his predecessor - 
her opposition to flg wnan nnfftoatinm 
The prime minister has mended 
fences. 

Chancellor Helmut Kohl is now a 
firm ally who 1 m» Nol pari to brake, if 
not halt, the headlong rush towards 

economic an ^ T TV llt ** ta i y nntnn. As a 
8eDior Whitehall nffirrial pot it “It is 
amazing what you can do if you . are 
allowed occasionally to say ‘yes’.” 

Despite the noise generated by Mrs 
Thatcher' and Mr Heath, Mr Major's 
positive pragmatism has the broad 
nariring <jf his party. His predecessor 
from time to time tap a real 
apprehension among Tory MPs about 
the press ure s for I n t e g ra tion and a 
reflex prejudice against “Frtre Jac- 
ques” (as Mr Jacques Defer, president 
of the European Commission is less 
than affectionately dubbed). 

Bnt the vast majority are neither 
Euro-philes nor -phobes. Most want to 
avoid the mis t akes of the 1960 b and 
1970s, in standing aloof from Euro- 
pean integration, but they also want 
to resist a Brussefedriven stampede 
to federalism. 

It is a stance that matches Mr 
Major’s own instincts: less Atiantirist 
than his immediate predecessor and 
less European than that of Ms prede- 
cessor -bat-one; and one that might yet 
provide enough latitude for a deal to 


be struck with Britain’s partners at 

the end of the year. . 

There is substance also m ids 
domestic policies, even If itbapbem 
hard to trace the new directions 
against the thickly-d*™ Mnqprints 
■ of Thatcherism- ^ ‘ . ... 

Mr Mqjor must take to? share of the 
blame for the ghastly mistakes which 
brought a return first to runaway 
inflation and now deep reccsbm/ He 
can claim, however, that be has been 
consistent in his response. Hu oom- 
. mitment to sterling's place in the 
Exchange Rate Mechanism and a 
rel uctan ce to bring dow n inte rest 
.rates more quickly testify to t he con- 
viction behind his comment: first 
and foremost, I loathe inflation." * 
His broader philosophy - cast first 
in a vision of a “classless society and 
more recently enshrined in his prom- 
ise <d a citizens' charter - is rot as 
obscure as It sometimes seems. • 
Mr Major takas his time to make 
decisions and demands aD the advice 
on offer. But to a senior official who 
s ees him regularly and has no reason 
to be anything bnt impartial, he Is 
“the clearest-thinking politician I 
have met”. __ 

IBs starting point is Thatched, te. 
People, as he once put it “spend their 
own money, in their own way, better 
»wm others can spend it for them”. 
The government should withdraw 
from those areas where the private 
sector can do a better job. Decision- 
making and -choices should be 
devolved, public spending and taxes 
kept low. 

The state nonetheless has a crucial 
role in levelling the playing field of 
opportunity. Well-funded state educa- 
tion and health services and a welfare 
system which offers a hand up as well 
as a cushion are the supports in a 
framework which gives everyone an 
equal chance to be unequal. 

He is a politician who, whan chief 
secretary, tempered his admiration 
for a senior colleague with the acerbic 
comment: “He simply has no idea 
what it is like to ran out of money 
before the end of the week.” 

But Mr Major’s agenda has lacked 
the rhetorical clarity which might 
have put the recent torrent of pohey 
announceme nts on tire social charter, 
education and transport into a coher- 
ent whoie. The sensible political deri- 
sions of a humane politician have 
often looked more like tactical 
responses to unpopularity rather than 
elements in a wider strategy. He has 
seemed too eager to make popular 
decisions and too hurt when the 
response has not been favourable. 

More seriously, ah unwillingness to 
confront his Tory critics has begun to 
some to look like the nervous balanc- 
ing tup of a prime it»frngfrnr who 
- yet to reaMse the power of his office. 
His reluctance to confront Mrs 
Thatcher over Europe risks becoming 
a sign of weakness by allowing the 
extremists on both sides to keepcom- 
mand of the European debate. 

Win dislike of confrontation haa 
served him well in the past Mr Mqjar 
owes his meteoric ascent to an 
instinct which has told him it is 
always better to make friends rather 
ftan enemies. The sheer speed of his 
rise through various ministerial 
o ffi ces left hnn little 8nw to articulate 
a distinctive political approach. A 
senior colleague who watched that 
ascent from dose range comments: 
“He has always played it safe and it 
has always worked.” 

Now, though, the politician who 
remarked last year that ”1 am not 
ideologically pure in any way” may 
have to start to take risks. Flaying it 
safe has not allowed him to imprint 
bis own Identity on the patty. 

A prime minister needs to be confi- 
dent in conflict as well as in concilia- 
tion. Mr Major could argue justly that 
any new leader needs time, never 
mind one grappling with an economic 
recession at just the wrong paint in 
the electoral cycle. But with 12 . 
months at most before the election, 
time is a commodity of which he has 
precious little. 
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All in 
the mind 


Observer 


■ The buzz in the UK motor 
trade is that one of the big 
three car-makers is about to 
slash list prices by 10 per cent. 
If so, it will not only galvanise 
headline writers but confound 
Monopolies and Mergers Com- 
mission beaks investigating 
high charges for new cars. 

The big three all understand- 
ably deny authorship, because 
everyone wants to keep the 
marketing powder dry for the 
new J-plate sales push in 
August 

Who’s planning the move, 
however, is less intriguing 
than what’s being planned. 

It would no doubt look good 
on paper for an industry that 
has been taking a media 
pounding over prices. Bnt the 
resulting losses to manufactur- 
ers and sellers, and even more 
so the gains to buyers, would 
look to be largely if not 
entirely in the mind. 

Of the 10 percentage-point 
cut about three quarters 
would come from reducing the 
dealers’ official margin from 

17.5 to 10 per cent 

That sounds like had news 
for them - until one realises 
that the market has been 
cut-throat for so long that most 
car dealers cannot remember 
tiie last time they enjoyed even 

7.5 per cent on a sale. 

The rest of the “cut” would 
be covered, again purely 
notionaily. by the reduction 
in taxes payable on the lower 
official price. 

The grapevine has it that 
the said little gem will be 
sprung on an eternally grateful 
public on July 2 - which 
would suggest that the genius 
behind it isn’t Rover. It has 
already announced a 15 per 
Cent price rise for July L 


general manager's Dost: 

"I think she’s an alien. She 
looks human, hut I cant 
understand what she’s talking 
about I thought she was apply- 
ing for this CM'S job. She must 
know there’s more to it than 
marketing. Whatever happened 
to the rest of the business? I’ve 
tried to lead her further afield, 
but we keep coming back to 
marketing. Perhaps it’s me.... 

“Looks as though it’s raining 
again. I can still hear her 
talking to me but it’s getting 
harder and harder to concen- 
trate on what she’s saying. 
Suddenly, it seems to have 
been a long day. 

“I wonder if she would 
understand if I told her that, 
when you get to the bottom 
of the bole, you’re supposed 
to stop digging? 

Probably not 



Tm a federalist, 
Norman’s a feudalist.” 


Talked out 


■ Puzzled, rejected job-hunters 
might find help in the follow- 
ing thoughts jotted down by 
headhunter John Courtis while 
interviewing a woman for a 


Way out 

■ **WQ1 it happen again?”, 
Glyndeboume devotees are 
asking themselves with the 
approach of July 13 and the 
opening of American director 
Peter Sellars’s version o£ Magic 
Flute. 

His last year’s production 
provoked booing, and although 
the libretto has been freshly 
translated into En glish, the 
setting will again be the same: 
a Los Angeles highway peopled 
with beach bums, wlerdos and 
such. 

“There was plenty of 
applause, but it dearly upset 
a good part of the audience,” 
Glyndeboume admits. 

Still, opera-goers trim object 
to such cavalier treatment of 
Mozart's masterpiece can con- 
sole themselves with the 
thought that things could be 
worse. They might be at the 
Rosa Luxemburg Oper in Roer- 
hQttehberg, sitting through 
Wagner’s Parsifal staged by 
eastern German producer Jack 
Skolsky. 

Discussing it in next month’s 
Opera Now, Oxford don Nor- 


man Stone says Skolsky inter- 
prets the work as a homily an 
"the manipulation of religion 
by the plight 

ofgays in the age of Aids, the 

iwitlin iing rmnr pRgirm nf 

women by the profit motive, 
and the deteriorating condition 
of the Third Worid." 


their pates are exposed pain- 
lessly to a pulsating electric 
field. 

According to Stuart Maddin, 
who has joined the company 
after retiring as a professor 
of dermatology, previous trials 
have shown that provided hair 
foflides are only dormant as 
distinct from dead, the treat- ' 
ment is likely to rekindle 
growth. “But you cant grow 
grass on concrete,” he adds. 

TTre current trials in 15 der- 
matology research centres in 
the US and Canada are 
intended to obtain the blessing 
of the US Food andDrag 
Adminis tration Although the 
FDA’s regulators have already 
pronounced the process safe, 
th ey hav e still to be convinced 
it works. 

Even if they’re satisfied, 
however, the company intends 
to distinguish its electro-tricho- 
genesis method from other pur- 
ported treatments for the same 
ill by confining it to specialised 
dermatology clinics. So we ted- 
dies wont be able to go into 
just any old barber’s and ask 
for “a little mi the top". 
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Ticked off 


Help on top 

■ Readers whoVe been driven 
hairless may find hope in the 
300 men as well as 300 women 
spread around North America 
to be found periodically sitting 
under what look like hairdress- 
ers’ driers. The sitters, all bald- 
ing, are taking part in clinical 
trials of a device designed to 
restore their thatch 
The deviser Is Current Tech- 
nologies, a Vancouver com- 
pany specialising in “electro- 


therapeutics". It was set up 
in 1987 when the wife-and-hi 


in 1987 when the wife-and-hus- 
band team of Anne and Robert 
Kramer bought rights to a pro- 
cess which came as a side-ef- 
fect from electrical bone-heal- 
ing experiments. 

Balding patients sit under 

the high-tech skullcaps while 


■ Quality is the of the 
game at the rejuvenated ICL, 
once Britain’s computer cham- 
pion, but now owned by 
Japan's Fujitsu. Executives 
are required to demonstrate 
their commitment to excel- 
lence by sporting enamelled 
lapel badges, featuring a dia- 
tinctive “tick” motif. 

However, eyebrows were 
raised at a recent residential 
management conference when 
Peter BonfieW, ICL's executive 
rhafrrpan, tnrntpl up far break- 
fast without his quality pin. 

On being reprimanded, the 
resourceral Bonfield remained 
unflustered: “Oops" he said 
slyly, “must have left it on my 
pyjamas." 
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THE TRULY INTEtmMMAhytMEPIECE 
CHRONOGRAPH: ALARM.TfME ZONES. 
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Be warned 


■ Sign in a New York super- 
raarfcefGod helps those who 
help themselves, but vre prose- 
cute." 


FOR FURTHER INFORMATION- . 

CONTACT YOUR OMEGA JEWS. 1ER OR TELEPHONE 0703011012 


J 

r. * 

■•"it 
-'&** Wj 


;r ** ***** 

i^SSSi 

*V*>|#**.' 






FINANCIAL TTMESMONDAYJUNE 24 1991 


-n ^ ■' t ifl hot too fendfaJ to believe that 
I future-jpnCTations of Europeans 
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last week anisay: "That was the 
dawn of the railways’ second golden 
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goods to cara, ferries and aircraft, this 
Cinderella of the European, transport 
industry has .at last received itsinvi- 
tettan to the post-1992 ball. 

On Thursday night in’ Luxembourg. 
EC transport ministers opened a -win- 
dow on to a new vista of a pan-Euro- 
pean railway system, with trains 
chugging to and firo across a barrier- 
free single market instead of bong 
lo cked inside national frontiers. - 

What the ministers agreed means 
that the railways will, iftheir govern- 
ments wish, remain in public owner- 
ship, but that public or private sector 

tram(«peratiwwanttngto 
national services "between EC coun- 
tries w31 have the ri ght, to run their 
t mhm un. other countries* tracks. 

The two mate aspects of the monop^ . 

oly-breaMng agreement are: 

• From January 1993, when the sin- 
gle European market- comes Into 
effect, a passenger or freight train 
operator In one EC country can agree 
to set up an international service with 
an operator In another country mid 
have automatic right of access to. all 
die tracks in between. 

• From the same date, any EC com- 
pany' wDl have the right to operate 
“combined transport” freight services 
- those which shift cargo through a 
combination of rail and road - from 
its own- canntry to any destination in 
the EC. 

Theoretically, cross-border rail 
travel An the EC should have long 
since begun its renaissance. A combi- 
nation of economic growth and the 
progressive dismantling of frontiers 
has put unprecedented strains on 
roafe and airways. With environmen- 

provisfon of more raS^ai^mrptets, 
the EC’s under-used railways should 
be coming into their own. . 

But a pan-European network has 
failed to emerge. Instead, railways 
exist as a -patchwork iff inward- 
looking national monopolies, each 
with its own types of trains which are 
often incompatible with other coun- 
tries' tracks. 

State ownership, together with the 
formidable cost of inahfny the differ- 
ent railways systems compatible, has 
left the railways with little incentive 
to reverse the decline in their share of . 

the mtoirmffnnfll transport mai-iro f 

Thus, freight trains continue to 
undergo laborious bureaucratic tech- 
nical inspections at frontiers, together 
with changes of locomotives and 
crews, while tarries whistle past to 
their destinations, hi the passenger 
market, too. the one serious attempt 
to compete internationally by creat- 
ing a special fleet of up-market Trans- 
Europ-Express (TEE) trains in 1957 
was eventually defeated by the trains' 
inability to compete with the speed of 
aircraft and the cheapness of cars. 

The railways have not entirely 
given up on international transport. 
The prospect of a highspeed rail ser-* 
vice between London,- Paris and Bros- 


Patchwork could 
become a network 

David Gardner and Richard Tomkins examine a 
monopoly-breaking rail accord by EC transport ministers 



Today Franco, t om orrow an route for the nest of Europe? The high-speed TGV Atlantfque 


sels following the opening of the 
nhamitil t nrni fl is one bright light on 
the horizon. But underlying the Euro- 
pean Commission’s intent to engineer 
a revival of rail transport in Europe is 
the belief that the best chance of 
producing competitive International 
services is to open up the market to 
the private sector. 

At present, there are barely any pri- 
vately-owned trains running on EC 
railway tracks. Where they do exist, 
they do so only with special permis- 
sion, and even then they are operated, 
maintained and inspected by the 
national railway undertakings. 

For example, the Venice-Simplon 
Orient Express la owned by Ur James 
Sherwood's Orient Express Hotels, 
but the national railw ay undertakings 
of the countries it passes through sup- 
ply.the locomotives and crew to haul 
it. Similarly, a consortium of tour 
operators called Tonristik Union 
International runs trains from Ger- 
many to holiday ripgtf nations in Italy, 
Austria and Yugoslavia, but does not 
supply the locomotives or drive them. 

Tim implication of last week’s deci- 
sion is that passenger and freight 
train operators - probably mainly 
state sector operators to begin with, 
but private sector ones once the idea 
ratnbftft on — will be able to use their 
own trains, their own locomotives and 
their own crews to operate across 
frontiers, so enaMing them to offer 
taste r arid cheape r services. 

To make this possible, the new 
train operators will have to know 
what they must pay for the Use of the 


tracks. An important plank of the 
ministers' agreement, therefore, is 
that railways must separate out their 
track operating costs so that people 
can see whether they are being 
charged fairly. This will bring rail- 
ways more Into line with EC road and 
air transport, where ownership of the 
infrastructure is separate from owner- 
ship of the vehicles or aircraft, and 
where deregulation is more advanced. 

Other core measures in the package 
- both of them aimed at putting the 
state-owned railways on a more com- 

State ownership, and the 
cost of making systems 
compatible, has left the 
railways with tittle 
incentive to reverse the 
decline in their share of 
international transport 

merdfll footing - are requirements 
that the railway monopolies should be 
legally independent from the state 
imrier autonomous mfliMgRanent , and 
fftat blanket rail subsidies should be 
replaced by specific government 
grants for the operation of certain 
socially necessary services. 

Translating the measures into real- 
ity, however, will not be easy. It 
emerged last week, for example, that 
Denmark will need a judicial fudge cm 
the requirement to put the railways 


under independent management 
because its railway company, like its 
army, is legally an integral put of the 
state. Germany will even have to 
rhflwg o its constitution. 

But following a meeting on Thurs- 
day night between Mr Karel Van 
Wert, EC Transport Commissioner, 
and EC raD chiefs, it is already dear 
that it is the German and Danish rail- 
ways which are poised to move fast- 
est 

“The Deutsche Bundesbah n is 
already looking for European part- 
ners,” Mr Van Wert said with satis- 
faction, while Danske Statsbaner, the 
Danish state railway, intimated that 
it had been planning for just this form 
of liberalisation. 

“The transport environment is mov- 
ing in favour of railways,” the Flem- 
ish socialist co mmissioner said. “I'm 
convinced that railway companies are 
now going to form cross-border enti- 
ties, because some of them are going 
to take full advantage of this new 
itimemnon this new opportunity." 

Mr Van Miert recognises that the 
process could take many years, but 
believes that enhanced competition 
will eventually force many existing 
railway operators to consider new 
links and new markets. 

A host of technical barriers, how- 
ever, will have to be demolished 
before trans-frontier trains become 
anything like a normal feature of EC 
transport Electrification voltages, 
platform widths, bridge heights, train 
weights, container widths and com- 
puterised train control technology all 


15 


need to harmonised. 

Rail chiefs told the Commission on 
Thursday that it would have to secure 
Community funding of about Ecu 2bn 
a year for technical harmonisation. 
Mr Van Wert believes this is doable 
- possibly through widening the 
application of the regional policy bud- 
get, which is expected to be increased 
next year. But member states will 
also have to be persuaded to bear 
substantial costs. 

Co mmiss ion officials believe the 
chances of this are good because: 

• First, when the new competition 
rules come into effect on January 1 
1993, the onus will be on the newly 
independent managers of the railway 
companies to make a success of rail 
transport 

• Second, road and air congestion 
leaves few environmentally and 
socially acceptable alternatives to 
railways. “No member state is going 
to stand for a 40 per cent increase in 
road traffic by the year 2000,” Mr Van 
Miert insists: “Public opinion will not 
accept it,” Trains, as the Commission 
frequently asserts, are more energy 
efficient and less polluting than cars 
and lorries, and a new railway line 
takes up two-thirds less land than a 
road. 

• Third, the cost of road haulage 
seems likely to rise slowly, but surely. 
Mr Van Miert wants road pricing 
across the EC - in other words, 
charging vehicles for the use of the 
roads on a pay-as-you-go barns. And 
today, EC finance ministers are expec- 
ted to raise duties on diesel 

• Fourth, combined transport - 
whereby road freight is switched onto 
rail for the long-distance part of its 
journey - is the direction of future 
EC rail policy. It can currently be 
subsidised, but its economics will 
change as the cost of road use climbs. 

There will undoubtedly be resis- 
tance in some member states to the 
package agreed last week. An early 
portent came at the ministerial meet- 
ing itself, when France led a move to 
put the cart before the horse by call- 
ing on the Commission to bring for- 
ward detailed technical harmonisa- 
tion measures before liberalising. 

But one reason why packages like 
tbic get throu gh the web of notional 
vested interests in the first place is 
that Brussels has some heavy calibre 
trust-busting artillery in reserve. 

In this case. Article 90 of the Treaty 
of Rome (as reformed by the Single 
European Act), which opens up 
national monopolies, bas the harking 
of a European court decision and is 
already being used to break the tele- 
communications network monopolies. 
Commission officials say they would 
not hesitate to use this provision if 
member states were found to be deny- 
ing access to new rail operators. 

Convincing some of the less enthu- 
siastic national railway monopolies of 
tiie virtues of competition, however, 
may require some work. The opportu- 
nities for anti-competitive practices 
will be legion. As Mr Murray Hughes, 
editor of Railway Gazette Interna- 
tional. remarks: “Whether the 
national railways will simply divert 
other people's trains into sidings at 
every possible opportunity, I just 
don’t know.” 


Samuel Brittan 

Time to ‘let my 
people go’ 


The fate of 
the 1919 
Peace Settle- 
ment showed 
the futility 
of trying to 
redraw the 
political map 
of Europe on 
purely ethnic lines. 

But it is an altogether false 
moral from this experience to 
move to the opposite Animal 
Farm-like extreme, and 
endorse empires like the 
Soviet Union, established and 
mamtfljn ffri by force. 

Six of the Soviet republics 
refused to participate in Pres- 
ident Mikhail Gorbachev's 
referendum on a new union 
on the grounds that the popu- 
lations had already decided 
that they wanted to leave the 
Soviet Union. The many all 
too plausible accounts of out- 
rages inflicted in Soviet 
Armenia - to take just one 
examp l e out of many - pro- 
vide a sufficient human 
rights justification for allow- 
ing republics to leave the 
Soviet Union. 

If they do, will they be 
exchanging a political gain 
for an economic loss? The 
European Commission 
recently argued that it would 
be preferable to keep in exis- 
tence the Soviet economic 
and monetary union. This 
finding has been bravely 
challenged by Daniel Gres, a 
German economist based in 
Brussels, whose own appreci- 
ation of the benefits of large 
unions can scarely be chal- 
lenged, in view of his work 
for the Commission. 4 

The crucial difference 
between monetary union in 
western Europe and the 
Soviet Union is that Soviet 
republics differ radically 
among themselves in their 
ability to move to a market 
economy. 

Different speeds of transi- 
tion would put great strain 
on the rouble area. A com- 
mon currency implies a com- 
mon infiaHmi rate. But the 
ability to secure a stable 
overall price level is likely to 
be for greater in the outlying 
rep ublics than in the Russian 
hpaitlaniift where fforwl defi- 
cits, wage indexation and 
general corruption and dual 
markets win be very difficult 
to eradicate. If the more radi- 


cal republics are to go ahead, 
divergence rather than con- 
vergence is likely to obtain. 

That is not alL Once tire 
transition to a market econ- 
omy is made, some of the out- 
lying republics are likely to 
trade for more with the out- 
side world in general and the 
European Community in par- 
ticular than with the rest of 
the Soviet Union. 

A suggestive comparison 
can be made between Finland 
and neighbouring Estonia. At 
present trade with other 
Soviet republics accounts for 
more than SO per cent of 
Estonia’s total trade. Yet 
neighbouring Finland carries 
out only ll per cent of its 
trade with the Soviet Union, 
despite a desire to remain 
friendly, and 42 per cent with 
the European Community. 
Were the Baltic states given 
the choice, they would almost 
certainly take the Finnish 
route. Indeed some republics 
now in the Soviet Union 
would surely find it more 
sensible to use the Ecu than 
the rouble as a common cur- 
rency. Yet the Commission 
neglected a link with the 
Community as an alternative 
for these republics to remain- 
ing in the Soviet Union. 
(Sometimes 1 wonder If the 
best friends of the Bruges 
group are not in Brussels.) 

As Mr Gros argues, radical 
economic change is easier for 
the smaller and more homog- 
enous republics than for the 
entire Soviet Union where 
the obstructive power of the 
military-industrial complex is 
much greater. Some Russian 
inhabitants of the Baltic 
states have thus favoured 
independence for economic 
reasons: and it would be a 
tragedy if the republican gov- 
ernments were to alienate 
them by repeating historical 
errors, such as making key 
appointments on ethnic lines. 

But having given this 
warning, it is still true that 
the pmnomin arguments, for 
from weakening the case for 
independence, serve to 
strengthen it The real obsta- 
cle is the excessive invest- 
ment that the west has made 
in Mr Gorbachev. 

'Economic Costs and Benefits 
of Regional Disintegration in 
the Soviet Union, Centre for 



Telling all on 
single currency 


European unity: flawed constitutional thinking, 
and the real meaning of ‘federal’ 
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From Mr Julian Bedes. 

Mr -John Major, the prime 
minister, now teM* MPs that 
the r e should be no single cur- 
rency until there is more con- 
vergence between the British 
and European economies. 

He might find hia economic 
competence more highly rated 
If Britain’* economy did, 
indeed, converge towards the 3 
per cent inflation and 10 per 
cart interest rates- of France 
and Germany and .the indus- 
trial growth-and investment of 
'virtually every other EC coun- 
try. TWs seems rather improb- 
able before the crucial EC sum- 
mit and IGC in- Maastricht in 
December. He: is therefore 
unHkdy to' accept the single 
currency this year. 

' However, he still hasn't 
ruled it out for ever. EBs refer- 
ence to; moving towards the 
harrow bandsof the EBM Is a 
(due to where he may be going; 
appearing more European 
before summits but not accept- 
ing muifo ihfogtance at than. 
In 1990 this plan had . Britain 
joining the rbm (with starling 
previously shadowing the DM) 
before foe Rome summit but 
not accenting Emu at £L This 
year'll wDl be sterling in a 
narrower band hut no agree- 
ment to a single currency. 

Sooner or foter the suznmi- 
teera wffl rambte this, as will 
the - British .parliament, and 
JCdm- Major will be forced to 
tell them, unconditionally, 
whether he actually wants a 
single cur ren cy or not ' 

J ulian BmIhs, . . 

noth' 

252. Camden Hoad. NW1 


From S& Rene Smits. 

Sir. Your editorial of June 19 
contains a clear vision of 
Europe and rightly calls for 
constitutional thinking. Never- 
theless, your own constitu- 
tional thinking contains two 
flaws. • 

It may indeed seem petty 
thinking to attribute compe- 
tences to the EC in the various 
fields of activity contemporary 
governments enter into. 

Be that as it may, the forma- 
tion of a federation consisting 
of the states of Europe is 
bound to operate within the 
confines of international law 
and theory. These imply that 
competences which are not 
given to an international 
organisation (which the EEC 
technically still is) reside with 
its member states. 

Since there are valid reasons 
for Community action in areas 
as di verse as poultry produc- 
tion and television broadcast- 
ing there seems to be no way 
round attributing to the 
Community further compe- 
tences in the various fields of 
government . Intervention 
which, even in liberal market, 
economies, are considered neo- 


Where your vision clearly 
slips' is when yon advocate a 
curtailment <rf tits powers of 
the Commission. No viable 
way of gov ern i n g Europe can 
be imagined if the current 
balance of powers is not 
shifted towards “the only 
institution which is subject to 
democratic control at the Euro- 
pean level, ie: the Commission. 

Only when the Council, 


through greatly enhanced 
transparency of decision-mak- 
ing, is to assume more and 
more the function of a senate 
or upper house in the EC legis- 
lative process, can there be 
truly democratic government 
over the Community. If too 
much emphasis is cm the 
political accountability of min- 
isters before the parliaments of 
the member states, the process 
of Interstate borse trading will 
continue and the possibility of 
a European consensus or coali- 
tion over the issues to be 
decided in the political process 
would recede rather than being 
brought nearer. 

It is a pity that, ever since 
Mrs Thatcher stepped down, 
the Financial Times, as 
Europe’s leading business 
newspaper, seems to incline to 
views which are particular to 
Britain; the use of unwar- 
ranted descriptions, such as 
the Commission being “a thor- 
oughly undemocratic body”, is 
a casein point 

As it is, the Commission is 
the only body which is respon- 
sible before the European 
Parliament which can send its 
members home collectively. 
Renfi Smits, 

13 Florence Nightingaiestraat, 
NL-Z1S1 EA Hoofddorp 

The Netherlands 

Prom Mr John Grayston. 

Sir, For those who travel reg- 
ularly on .the continental, or 
those who even live over here, 
it comes as no surprise to find 
that the FngH«h kra g ua g w is 
universally used bybofh busi- 
nessmen and politicians of 


most European countries. 

Of course certain words or 
expressions employed by non- 
native English speakers are 
occasionally used in unusual 
or incorrect contexts. Despite 
.grammatical error, however, 
the tiHsming is normally appar- 
ent 

ft may, therefore, have come 
as a bit of a surprise to these 
European English speakers 
that when it cranes to deciding 
what a word actually means, 
toe British can be as unsure of 
their own language as the rest 

“Federal” is a word that 
seems to have defeated the col- 
lective understanding of the 
nation’s political elite. Would 
they find it any easier to 
attempt to answer the follow- 
ing due as it might appear in 
the Financial Times cross- 
word? 

“A system of government in 
which several states form a 
unity but remain independent 
in internal affairs” (seven 
fetters). _ 

This definition, ta ken from 
toe Oxford English dictionary 
rather then the Defers Guide 
to Eurospeak aptly demon- 
strates the real issue. 

Rather than quibble about 
exactly what is meant by fed- 
eral should we not accept that 
since 1973 the EC has 
performed a “federal" function 
and that the real issue before 
toe 1GC on political union is 
how to define “internal 
affairs". 

John Grayston, 

Are. Commandant Lolhaxre 72, 
Brussels 


Questioning the transparency and bases of directors’ bonuses 


Prom Mr JW Tayler. 

Sir, I am astounded at the 
rapacity of senior directors of 
Britain's large companies. That 
their average gross salary 
increases have for exceeded 
inflation in toe last few years 
is bad enough, but nowhere do 
we hear bow enormously they 
have benefited by lower tax 
rates - equal to a 20 per cent 
increase hi take-home pay. 

To say that bonuses are paid 
in arrears — which means that 
substantial -pay- increases can 
coincide with poor corporate 
results - only increases the 
frustration of others. If com- 
pany’s financial controls were • 
good enough, payments to 
directors should appear 
monthly and shareholders 
could see toe-ups and downs of 


directors’ pay relating' to their 
company's returns. 

International comparison 
does not wash either. Workers, 
too, can go abroad to obtain 
nainriaa at international aver- 
ages. So do directors permit 
.their staff to cite other nations’ 
salaries in pay bargaining? 
Even if permitted, does it cut 
much ice? Xt does not 
Warren Tayler, 

94 fronts Street SWI 

. Front Mr Thn Ward and Prof 
Roger Mils. 

Sir. Do the performance mea- 
sures used to create wealth for 
chairmen , create wealth fat 
shareholders? Recent large per- 
formance-related pay awards to 
l*s of industry are to be 
ied - if, that is, perfor- 


mance measures used are cor- 
related with acceptable 
increases in value for share- 
holders. 

In many cases earnings per 
share (EPS) growth is a key 
component of measures used to 
calculate -performance pay. 
But, as Hutoael Barron and 
John Lawless said in their 
article, "Growth of no 
account”. (Business Magazine, . 
September 1988): “Statistically 
there is. overall, only a modest 
relationship between share- 
holder return and EPS growth 
and virtually no relationship at 


Fax service 
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all with return on equity.” 

Chairmen of public compa- 
nies are presently devoting 
their time to restructuring 
their businesses to improve 
performance. Costs associated 
with this activity will not 
deflate EPS as they are likely 
to be treated as extraordinary 
items. It is to be hoped that 
recant focus on corporate gov- 
ernance will increase pressure 
on companies to move to mea- 
sure of value creation which 
are more strongly correlated 
with the goals of shareholders. 
Tim Ward, 

The Altar Group, 19a Caven- 
dish Square, London W1M9AB, 
Roger Mills, - 

Henley - The Management 
College. Greenkmds, Henley-on- 
Thames, Oxon RG9 3AU 


The 

British Press Awards 
1990 


The verdict: 

INTERNATIONAL REPORTER OF THE YEAR - QUENTIN PEEL 
GRAPHIC ARTIST OF THE YEAR • JAMES FERGUSON 
YOUNG JOURNALIST OF TOE YEAR commended ■ RALPH ATKINS 
REPORTER OF THE YEAR commended • PHILIP STEPHENS 
THE DAVID BLUNDY AWARD commended ■ JULIAN OZANNE 
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Delicate work: ea 
oil welL Mr Adair 


t firefighter Bed Adah- (centre) and. his team, at a vital moment as ' 
criticised local bureaucracy fin hampering the operation to control fifes in the Ki 


a Kuwaiti 
fields 


Foreign groups line up to replace devastated telecommunications 

AT&T set to win Kuwait contracts 


By Paul Abrahams in Kuwait City 


AN ACRIMONIOUS struggle 
between European and Ameri- 
can telecommunications 
groups in Kuwait Is likely to 
end with AT&T of the US, GPT 
of the UK and Alcatel of 
France winning the greater 
share of contracts worth at 
least S4O0m. 

Politics rather than technical 
or financial merit are likely to 
play a significant role In the 
allocation of the contracts, 
with groups from nations 
which took part In Kuwait’s 
liberation expected to sign sub- 
stantial deals once the Kuwaiti 
government agrees a budget 
later this summer. 

Ericsson, the Swedish group 
which had about 90 per cent of 
the Kuwaiti telecommunica- 
tions market before the war, is 
likely to be sidelined Sweden 
was neutral during the Gulf 
war. 

The contracts are among the 


largest concluded for the 
reconstruction of Kuwait after 
its liberation from Iraqi forces. 

Kuwait's telecommunica- 
tions infrastructure was devas- 
tated by Iraqi occupation 
forces and allied bombing. 
Although 85 per cent of surviv- 
ing exchanges have been 
reconnected to the system, 
only about half the country's 

600,000 subscribers are con- 
nected, according to one equip- 
ment supplier. 

The main winner in the tele - 
communications war is AT&T, 
which has been particularly 
aggressive in its marketing 
efforts and has already won 
the bulk of the $70m allocated 
for emergency repairs to 
Kuwait's telephone system. 

As reconstruction proceeds, 
the company is favourite to 
pick up the largest telecommu- 
nications contract - the 
S100m-plus replacement of an 


international exchange in 
Kuwait City destroyed by 
allied bombing. 

The US group held only 5 per 
cent of the Kuwaiti market 
before the war. It had been 
handicapped by a ban on com- 
panies with Israeli links. 

Some rivals are bitter at the 
way AT&T has marketed its 
products, often denigrating 
those of others. The battle has 
been unusually Intense 
becanse Kuwait is In the 
unusual position of needing to 
acquire large quantities of 
sophisticated equipment and 
being able to afford it 

The Kuwaiti ministry of 
communications says AT&T 
provided international tele- 
phone links to the rest of the 
world only 37 hours after the 
liberation. Over a six week 
period it provided 600,000 «iTi« 
worth $l4m free of charge. 

GPT is strongly tipped to 


pick up a contract worth 
between S8m and SlOm to 
rebuild a transit exchange at 
South Sabahiya destroyed by 
allied action. The group is also 
well-placed to win orders for 
four local exchanges In Omm 
al-Halman, Failaka, Abdaly 
and Wafra. 

Alcatel is expected to supply 
Kuwait with emergency micro- 
wave links and carding equip- 
ment. 

Ericsson has been offered a 
contract to maintain its own 
exchanges, a contract which 
had been in doiibt at one stage. 
But the future or a SKi290m 
(344.6m) mobile system the 
company was installing before 
the Iraqi invasion is unclear. 
The Iraqis ransacked the 
group’s warehouse, looting all 
its base stations, generators 
and spare parts, as well as a 
complete mobile exchange. 


Competition hots up in European compact van market 

Matra queries EC aid for Ford-VW plant 


By William Dawkins in Paris 

MATRA, producer of the 
Espace compact van, has asked 
the European Commission to 
investigate the legality of a 
proposed aid package for two 
of its main rivals to build a 
Es400bn ($2.46bn) plant to 
make a rimiiar vehicle in Por- 
tugal 

The French space, telecom- 
munications and transport 
group suspects that Portuguese 
government and European 
Community regional aid for 
the project, ran by Ford and 
Volkswagen, could create 
unfair competition in the rap- 
idly growing market for family 
vans. 

Matra holds more than 50 
per cent of the European mar- 
ket for family vans, having pio- 
neered the concept in IS84. It 
dominated the market under 
the Renault badge until compe- 
tition from Japan and the US 
started to make an impact last 


year. Matra says it accepts 
competition, but only on fair 
terms. 

Portugal is offering Ford and 
Volkswagen a package that 
could be worth up to Esl20bn, 
including an EsSObn cash 
grant, of which 70 per cent 
could come from European 
Community funds. The French 
company has written to three 
European commissioners draw- 
ing attention to the fact that 
the incentives alone for the 
project dwarf Matra's entire, 
self-financed, FFrl^bn (3240m) 
investment in the Espace proj- 
ect to date. 

The Commission is studying 
the letter and will attempt to 
define a response in two to 
three weeks, at the meeting of 
state aid experts which was 
due to give the green light to 
the Portuguese project 

While Matra has not made a 
formal complaint a senior offi- 


cial of the French company 
says it will take legal action If 
the Commission’s reply is 
unsatisfactory. The group’s 
legal advisers believe the proj- 
ect is covered by an article of 
EC competition law outlawing 
state aid found incompatible 
with the common market 

The Espace is distributed by 
state-owned Renault the recip- 
ient of substantial government 
aid In recent years. The car 
division of privately owned 
Matra has never received a 
state subsidy. 

Commission officials are 
open-minded cm Matra's objec- 
tions, but they are surprised 
that the French company 
reacted so late. Matra says it 
was never consulted. Ford and 
Volkswagen signed a draft 
agreement with the Portuguese 
government only two weeks 
ago, following months erf well- 
publicised competition from 


Ireland and Spain. Brussels has 
to vet all motor industry pro- 
jects with state aid of more 
than Ecu 12m (313.8m). 

The plant, to be built in Pal- 
mela, south of Lisbon, would 
employ about 5,000 and pro- 
duce 170,000 high-roofed, seven 
to eight-seater estate cars a 
year by 1996, likely to repre- 
sent more than a third of the 
market by then. Over the same 
period Matra is budgeting to 
more than double its own 
50,0004)0,000 vehicle a year out- 
put 

Competition is already grow- 
ing fast, from Toyota, Nissan 
and Mitsubishi, while most 
leading European carmakers 
are also understood to be 
developing compact vans. 
Matra believes demand for this 
kind of vehicle will grow 
strongly, from more than 

100.000 a year now to between 

400.000 and 600,000 by 1695. 


Gorbachev 

choice 

Continued from Page 1 

in the Supreme Soviet andap- 
parently succeeded in squash- 
ing a move by Mr Pavlov Tor 
more prime ministerial powers 
- a move which senior Soviet 
officials believe could have 
developed into a full-blown 
struggle for power. This fol- 
lowed a mammoth, eight hour 
meeting on Thursday between 
Mr Gorbachev, Mr Pavlov, Mr 
Boris Bugo, the hardline Inte- 
rior Minister .and Mr Anatoly 
Lukyanov, the chairman of the 
Supreme Soviet 

Mr VLadimir Kryuchkov, 
KGB chairman, told the 
Supreme Soviet last week that 
western aid of the kind fore- 
shadowed in the Yavlinsky 
plan was “an illusion". 


Black S African leaders meet 


By Philip GawRh in Johannesburg 


EFFORTS to end the violence 
which has claimed the lives of 
more than 10,000 black South 
Africans since 1984 were 
boosted over the weekend 
when leaders of the main par- 
ties involved met together 
nationally for the first time to 
discuss a solution. 

The peace summit, convened 
by a joint group of clergy and 
businessmen, was attended by 
all significant parties, Includ- 
ing the government, the Afri- 
can National Council and 
Inkatha. Only the right-wing 
Conservative party, and its 
allies, declined to attend. 

The meeting resulted in the 
establishment of a “prepara- 
tory committee” to consider 
and draft proposals on issues 
identified as being necessary to 
end the violence. 

The most important of these 


were the establishment of 
codes of conduct for political 
organisations and the security 
forces, socioeconomic develop- 
ment and reconstruction, and 
enforcement mechanisms such 
as a statutory standing com- 
mission and peace secretariats 
at national, regional and com- 
munity levels. 

Saturday's peace summit 
was the sequel to a similar ini- 
tiative organised in May by the 
government. Following tbe 
decision of the ANC and its 
allies to boycott that summit a 
committee was established to 
integrate the ANC and others 
who had boycotted the May 
meeting into a national effort 
to stop the violence. 

This committee of 12 was 
made up evenly of business- 
men and church leaders. It 
included prominent clergy 


such as Archbishop Desmond 
Tutu, Dr Frank Chikane and 
Dr Johan Heyns. Business fig- 
ures included Mr John Hall of 
Barlow Rand and Mr Bobby 
Gcdsel] of Anglo American. 

The preparatory committee 
consists of the original 12 plus 
three representatives from 
each of the government, ANC 
and Inkatha. It will report on 
its progress by the first week 
in August. Contact will be 
made with those who declined 
to attend the meeting, with a 
view to convening a further, 
inclusive forum, where binding 
resolutions can be reached. 

Lending support to the peace 
process is Archbishop Trevor 
Huddleston, the veteran anti- 
apartheid campaigner, who 
returned yesterday to South 
Africa for the first time in 35 
years. 


Antarctic 
protection 
talks to 
resume late 
this year 

By Tom Burns in Madrid 

TALKS AIMED at agreeing a 
50-year ban on commercial 
mining anti oil exploration, in 
Antarctica will resume later 
this year, in spite of the US 
refusal at the weekend to 
endorse the plan. 

The US blocked the adoption 
of a protocol agreement by the 
39 signatory nations of the 
Antarctic Treaty. They had 
met in Madrid expressly to 
sign the deal following 
high-level taikg under Spain's 
chairmanship in April. 

The Spanish delegation said 
farther tan™ would be held, 
probably in September, to find 
a definitive text Delegates, 
including Australia, which is 
the main sponsor of a perma- 
nent ban on mining, appeared 
hopeful that US reservations 
conid be overcome. 

Mr Curtis Bohlen, the US 
delegation chief, withheld sup- 
port for an article In the draft 
protocol calling for a 50-year 
ban on non-sdentifle mining 
in Antarctica. According to 
the draft, a favourable vote by 
75 per cent of the signatory 
nations was required at the 
end of the 50-year period to 
overturn the t»w- 

Mr Bohlen had moved a 
counterproposal which would 
have allowed the ban to be 
overturned after 50 years by a 
majority of the treaty's 28 vot- 
ing members. 

Faced with an overwhelming 
majority in favour iff toe draft 
plan, Mr Bohlen halted pro- 
ceedings by saying he required 
more time to consult his gov- 
ernment. 

Mr Bohlen was at pains to 
stress that the delay was “a 
neutral act" and did not imply 
a rejection of the draft pro- 
posaL Other delegates seemed 
satisfied that the US would 
eventually come round to 
accepting the protocol in more 
or less its present form. 

The US decision prompted 
widespread fury among envi- 
ronmental groups. Mr Paul 
Bogart, Greenpeace represen- 
tative at the talks, said: “(US 
president] Bush has made it 
dear that no price Is too high 
to pay if It protects his eco- 
nomic interests.” 

Hr Jacques Cousteau, the 
French oceanographer, said 
the Madrid meeting repre- 
sented a “lamentable delay" to 
the protection of Antarctica. 


Pressure for 
agreement 
on Emu 

Continued from Page 1 

Pressure to reach firm deci- 
sions on European union 
comes amid growing nervous- 
ness throughout the Tory 
party over an extensive televi- 
sion interview due to be 
recorded by Sky TV with Mrs 
Margaret Thatcher, the former 
UK prime minister, today for 
broadcast on Wednesday. 

After her two speeches in 
the US last week provoked a 
vicious public row with her 
predecessor, Mr Edward Heath, 
the MPS fear that she might be 
tempted to use the interview to 
resume her offensive against 
the federalist lobby. 

Yesterday, government min- 
isters were attempting once 
again to unite the Conservative 
party around Mr Major's strat- 
egy. This entails keeping all 
Britain's options open until the 
conclusion (rf the negotiations 
on monetary and political 
union in December. 

However, Mr Chris Patten, 
the Tor; party chairman, con- 
firmed that UK opposition to a 
supra-national” Europe was a 
“clear bottom line" well known 
to community partners. 

Mr Major would explain that 
Britain took the concept of par- 
liamentary sovereignty “a 
shade more seriously” than 
some other countries doe to its 
historic freedom from invasion 
or authoritarianism. “That 
gives us a particular concern 
about our parliamentary insti- 
tutions and we are not going to 
want to do anything that 
erodes them.” 

Continued Tor; agonising 
over European issues is 
delighting the opposition 
Labour party. Mr Neil Kin- 
nock, the Labour leader, flies 
to Bonn today far talks with 
chancellor Helmut Kohl and 
Mr Hans Dietrich Genscher, 
the German foreign minister. 


WORLDWIDE WEATHER 




■c 

T 



■c 

T 



x 

T 



X 

T 



x 

T 



T 

T 



T. 

■F 



X 

T 



*c 


AJaccW 

5 

24 

n 

ftsltn 

s 

23 

73 

IhnfM 


- 

-• 

Fun 

S 

29 

77 

tented 

F 

37 

SB 

ItadGin 

s 

a 

73 

mm 

3 

a 

s 

Mote 

A 



SdTlEirn 




N*n 


zr 

ii 

laurfis 

9 

23 

73 


S 

29 

77 

Fta®23! 

S 

a 

84 

MM 

F 

39 

7T 

IMM 

& 

31 

n 

Hawsal 

S 

K 

El 


8 



ffir Fmrtir 





f 

if 

»» 


F 

Ji 

« 

Qtngg 

S 

II 

ft 

Frasttm 

S 

a 

ra 

Jstefia 

F 

X 

9B 

WSisasa 

s 

27 

«i 

rnmv* 

C 

a 



C 







Ww 

5 

3D 

as 

BonSSan 

s 

a 

77 

Utpa 


31 

ra 

Dm 

s 

M 

79 


c 

» 

91 

Hass 

a 

M 

7B 

Mete 

F 

a 

77 


F 







Sejvjm 

S 

33 

B3 

Baatagno 


- 

- 

CapMHajwi 

F 

IT 

83 

Qtmar 

s 

33 

73 

JotaWNtara S 

a 

91 

kite 

s 

3D 

as 

mat 

F 

22 

72 

fttefl 

3 







nwnghnh 

c 

31 

83 

Burned 

F 

ia 

M 

Carta 

5 

29 

M 

Oncm 

c 

« 

81 

Uu 

c 

20 

88 

ibndiMMf 

F 

17 

61 

Hqte 

5 

a 

82 


F 



Am I mi 




aaratona 

s 

M 

H 

Men 

8 

zr 

91 

feltas 

F 

0 

SB 

Mattel 

c 

a 

81 

LWwi 

s 

27 

•1 

HBtl 

C 

33 

91 

Kaaate 

F 

a 

91 

flqk|n* 

S 

tl 

a 

9/Omt 




Babul 


- 

- 

Buem/lnt 

F 

w 

97 

Dubta 

C 

17 

» 

Hans teas 

R 

29 

» 

lorafsa 

R 

M 

57 

Ke®»Sia 

R 

13 

99 

NMfeM 

S 

37 

SB 


3 

a 


IWpal 




Bate! 

c 

IS 

sa 

Cabo 

S 

St 

to 

Dutawnft 

S 

37 

81 

tamWKk 

F 

a 

77 

Loa Arvte 

c 

17 


tedcofer 

C 

a 

77 

Nm Tort 

c 

17 

O 


X 

78 

Tngttr 




(Mgnda 

3 

V 

81 

Capa Ton 

R 

o 

95 

EMurgh 

R 

IS 

» 

tawnsM 

C 

m 

El 

UMAftMg 

F 

a 

n 

Uni 

F 

27 

81 

Ifcs 

s 

a 

n 

Rom 

S 

a 

77 

lUMr 

S 

V 

«T 


Ta 

Tamo 

Toma 

Ta* 


■C T 
i an 
Ran 
a ii sa 
s zr 81 
s a k 

8 a 79 
s a n 
ran 
RUM 
a » a 

T«Bvaraura ■ nttUr yOMriiy C-Ooodr nr-CWB* F-F* F«-F#g H-W R-Wo S-Sw* a- Stoat sn-Snm T-TMwW 


Ironing out the 



S ince the leading indus- 
trialised countries pro- 
gressively scrapped 
exchange controls over 
the past decade, footloose 
international capital has 
flowed with relative efficiency 
across national boundaries to 
the bond markets that offer the 
best returns. Within the Euro- 
pean exchang e rate mechanism 
(ERM), the trend towards inter- 
est rate convergence is well 
established. Yet, In contrast, 
multiples and yields in world 
equity markets continue to 
throw up apparent anomalies 
and the cost of capital stm 
appears not to equalise across 
national boundaries - this 
despite the growth in interna- 
tional share dealing. Will these 
apparent inefficiencies in the 
pattern of capital flows ever be 
ironed out? 

Of course, some die-hard free 
market academics deny that 
international equity markets 
are Inefficient at alL But fund 
managers who lived through 
the recent Japanese stock mar- 
ket bubble tend to be more 
sceptical, as do the western 
industrialists who were obliged 
to compete with Japanese com- 
panies that financed them- 
selves in the late 1980s at a 
negligible capital cost Many 
feel that the present yield rela- 
tionships between London, 
New York, Tokyo and Frank- 
furt do not look right but are 
unlikely to be corrected in the 
short term. That is because 
there are perfectly good rea- 
sons why anomalies should 
exist; and the interesting ques- 
tion is haw durable they turn 
out to be in the face (rf develop- 
ments such as the completion 
of the European market and 
European Monetary Union. 

If currency risk in Europe is 
eliminated, fund managers will 
naturally seek to allocate 
assets on a European rather 
than purely national basis. Not 
to do so would be the equiva- 
lent of a Welsh fund manager 
refusing to invest in English 
equities. A more difficult issue 
in a monetary union with a 
German-style independent cen- 
tral bank is whether continen- 
tal European investment hab- 
its become more Anglo-Saxon 
or the British go continental 
Anglo-Saxons sometimes for- 
get that equities once played a 
more important role in Ger- 
man investment than they do 
today. Back in 1970, they 
accounted for 21 per cent of 
German life funds’ total securi- 
ties portfolios; by the mid- 
1980s, they had fallen to a mere 
8 per cent. German private 
individuals’ equity holdings 
took a similar plunge. One rea- 
son for this shift In portfolio 
preference is that bonds, sup- 
ported by the Bundesbank's 



By John Plender 


impressive management, per- 
formed better than equities. 

Once sound monetary policy 
becomes a. habit, the structure 
of Fhumriai liabilities tends to 
reflect the experience of stable 
prices. Three-quarters of Ger- 
man pension funds, for exam- 
ple, promise to pay fixed nomi- 
nal gwwnwtji to tbiwi 1 members 
related to the number of years 
in employment. H the average 
British pension fund, which 
currently invests a mere 4. per 
cent of its portfolio in fixed 
interest government stock, 
were to experience the benefits 
erf sound money, it is conceiv- 
able that the appetite for fixed 
interest might increase. And 
there would certainly be a 
ready supply of corporate fixed 
interest paper, if nominal inter- 
est rates were In single figures. 
This is just as well when you 
consider that on present trends 
there will be a diminishing 
amount of equity available in 
British quoted companies 
because Lord Hanson in his 90s 
will have had to gobble up 
most of the UK stock market to 
keep his earnings rising. 

More seriously, if Lord Han- 
son's takeover activities pro- 
voke a political backlash, Brit- 
ish equities might become 
more like German equities. 
With reduced pressure applied 
to them by raiders, industrial- 
ists might adopt the less gener- 
ous dividend policies that char- 
acterise the German markets. 

That said, there are certainly 
pressures on continental Euro- 
peans to change their spots. 
One is from foreign investors 
on continental European com- 
panies to pay more to their 
shareholders. Another is a 
draft directive from Brussels 
which is expected to address 
regulatory controls on portfolio 
management In countries Uke 
Belgium and ftaly, with a tradi- 
tion of big fiscal deficits, insti- 
tutional investors have been 
obliged to put a high propor- 
tion (rf their cash flow into gov- 


ernment bonds. Even in Ger- 
many, life insurers were 
obliged in the 19805 to invest a 
majority of their funds in 
bonds ffryi no more than 4 per 
cent in foreign securities. 

The justification for such 
. controls is prudence. Yet mod- 
ern portfolio theory suggests 
that limits on foreign invest- 
ment may actually increase 
risk because of the lack of 
diversification and that con- 
trols on equity investment can 
reduce returns substantially 
with little reduction in risk. 
Anyone who has followed , the 
history of British pension fond 
Investment abroad, especially 
in property, may well feel that 
experience is at odds with the 
theory. But arguments about 
prudence in relation to cur- 
rency risk clearly become aca- 
demic in a monetary union; 
and the European Commission 
could be on strong ground in 
attacking those portfolio con- 
trols that inhibit a free market 
in European capital. 

Then there Is the impact of 
demography. In most of the 
European Community, private 
occupational pensions have 
been a marginal supplement to 
generous state provision: more 
than three-quarters of the 
Community’s pension fiinds 
are in Britain and the Nether- 
lands. But there is now a wide- 
spread concern about the abil- 
ity of governments to meet 
future pension liabilities. Fis- 
cal Incentives are thus being 
provided to encourage the 
growth of independent pension 
schemes. The resulting trans- 
fer of funds from private to 
more sophisticated institu- 
tional investors could well 
increase the Europe-wide 
demand for equity. Unless con- 
tinental European govern- 
ments do more to encourage 
companies to float, the benefi- 
ciaries of this new demand will 
lie disproportionately in the 
English-speaking economies, 
affording them lower capital 
costs than they would other- 
wise eryoy. 

On balance, though, it seems 
likely that equity market 
returns in Europe wlQ move 
closer together over the long 
ran. But they will never con- 
verge as long as national legal 
systems and cultural habits 
remain intact. The German 
system treats shareholders 
with less respect than the Brit- 
ish and many Germans regard 
that as one of the reasons for 
their economic success - a 
thought worth pondering In 
the context of the present 
debate on corporate gover- 
nance in Britain. 

■ See BIS Economic Paper No 
2L Financial Market Activity of 
Life Insurance Companies and ■ 
Pension Funds by &PJ)aois v! 
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€ \ President Mubarak 

\ \ has enhanced his 
jj2V prestige and won . 
jfl^ over friends in the 
west by backing the 
US side against Saddam Hussein in 
the Guff war. Roger Matthews 
analyses whether Egypt can reap 
any advantage from its choice and 
looks at the country’s prospects at 
a time of economic belt-tightening • 


scores a Gulf 


EGYPT CAN be a dangerous 
place for visiting optimists 
with short memories. 
Politicians and senior civil 
servants are so practised at 
expressing what they would 
like to happen, or more 
especially ~ what they believe 
their audience would like to 
happen, that it is tempting to 
make too modest an- allowance 
for what has passed before. 

' Egyptian optimists, headed 

by Pi wiihnt Hnanf ' Mnhnwfc 

are currently at their most 
seductive. What makes them 
more than usually effective is 
that their messaae is benur 
broadcast on highly Entile 
land, to a world anxious to find 
positive perspectives in a 
generally miserable picture of 
the Middle East following ' the 
Gulf war. 

There is so little to applaud 
from the Maghreb to the Gulf 
that Egypt, because of its 
relative stability and 
self-confidence, finds Itself 
more than ever feted by its 
InlMrrmtifm^l friwiifa. Only tile 
most hardened cynics are 
therefore dismissing out of 


hand - Mr Mubarak's stated 
determination to revolutionise 
the country's economy and not 
to flinch at the political and 
social pain that such a 
programme will inevitably 
Inflict 

Although dutifully noted, 
Egypt's commitment to escape 
the debilitating grip of more 
than 30 -years, of centrally- 
planned, bureaucratic 

eCQnOUnC miwwiMWWAni 1 ayi 

waste has attracted for fewer 
headlines than have similar 
programmes In eastern Europe. 

In part, that is because the 
cd un t rte fl of eastern Europe are 
singing an entirely new tame, 
whereas .Egypt is humming a 
well-known themB which, 
while several tfmaa repeated, 
has never . In the past' 
progressed much beyond the 
opening few bats. The music is 
provided by what Mr Mubarak 
Hirpg to- can the International 
Misery Fund with additional . 
scoring by the World Bank and 
the Paris Club of creditor 

natlnrai . 

Egypt was already gfrcfing. 
itseff to face this particular 
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music last August when 
Saddam Hussein invaded 
Kuwait, it had stopped 
servicing part of its estimated 
$50bn international debt, the 
central bank waa desperately 
short of hard currency, the 
budget deficit was running out 
of control, inflation had 
reached dose to 30 per cent, 
and prospects for growth were 
poor at a th*y» when the nn«nn 
needs to find SOUK® new Jobs a 
year to cope with the surge of 
young people coining orn to the 
market for the first time. 

Not for the first time in the 
country's history, the audience 
blinked and the picture 
changed. Egypt suddenly 
became not a poor supplicant 
but a crucial element In the 
American-led effort to force 
Iraq out of Kuwait Egypt’s 
vigorous support for the OS, 
fuelled by Mr Mubarak’s fury 
at tbe personal deceit of 
MrSaddam Hussein, provided 
regional cement for the 
alliance and a powerful 
counterweight to tbe popular 
support for the Iraqi leader 
which emerged in north Africa, 

- among the Palestinian people 
and in Jordan. Egyptian 
troops, together with units 
from Syria, were sent to Saudi 
Arabia as the most credible 
Arab deterrent to Saddam 
Hussein’s ambitions. 

Mr. Mubarak may have 
gained more from the 
successful completion of the 
Gulf mission than any western 
leader, including President 
George Bush. His prestige 
domestically has been 
enhanced. He acted decisively 
and with conviction, qualities 
which he not often previously 
demonstrated. He emerged an 
the winning side, a relatively 
rare feat for ah Arab leader in 
recent years. The Arab League 
has returned to Cairo and 
within that organisation Egypt 
is again the unquestioned 
lea der of the moderate 
majority. 

. Mr Mubarak «m decide for 
himself whether or not he is at 
home to Ur Yassir Arafat, 
chairman of the Palestine 
liberation Organisation, or to 
lOng Wnaartn q[ Jordan. And, 
rniffirp Mr Bush, the Egyptian 
leader will not suffer from the 
political and physical mess 
that hM been left hehtnri jn the 
Gul£. There Is no surprise in 
Cairo at the behaviour of the 
restored Kuwaiti government 



President MiAaralc on the winning side In the Guff War, his 
prestige has been enhanced 


QT that Saddam HuSSehl StiU 
holds sway In Baghdad 
Materially, Egypt has also 
been well rewarded. Debt 
forgiveness by the US and the 
Gun afrataa has amnnwtwl fo 
around S15bn. It has received 
injections of some $2bn from 
the Gulf to offset the loss of 
workers’ remittances and the 
sharp fall in revenue from 
tourism. The Paris Club 
creditors have agreed to reduce 
Egypt's debt-servicing 
mmmitmB n tH by about SO per 
cent, on a par with that 
granted to Poland. A new 
agreement has been signed 
with tbe IMF, with the World 
Bank co nt ri buti ng $400m to a 
social fond designed to ease 
the transition promised by 
Egypt to a more market- 
oriented economy. 

There is, of course, a price to 


financial year (one of the top 
five in the world) to closer to 
10 per cent of GDP next year, 
with further reductions 


pay. The Paris Club debt 
forgiveness is tied to the IMF/ 
World Bank agreement which 
is itself conditional on Egypt 
keeping within the limits and 
caflingB it agreed. In tbe 
past Egypt has tended to 
pocket the first tranche and 
then find the rest of the 
package too difficult to 
Implement. The main 
difference this time is that 
Egypt has delivered some of 
the requested reforms in 
advance of the first tranche. 

For example, Egypt’s 
proliferating exchange rates 
have been reduced virtually to 
one, banks have imposed a 
short, sharp squeeze on new 
credit, a sides tax has been 
introduced and other measures 
taken towards reducing the 
budget deficit from 20 per emit 
of gross domestic product this 


Changes in the law have 
meanwhile been designed to 
reorganise the ponderous 
public sector, reduce the 
capacity of ministers to 
Interfere in the running of 
companies, and take the first 
steps towards what might 
eventually, many years ahead, 
become a full privatisation 
programme. There are few 
more challenging tasks in 
Egypt given the great range of 
vested interests which would 
be affected and the difficulty of 
n tiding enough managers with 
sufficient commitment to 
chang e the working practices 
of 

Mr Mubarak says that he has 
explained everything to the 
people and they know the 
reforms will be difficult and 
that the general economic 
situation In the year ahead will 
be tough. With little or no 
growth expected, inflation 
running at nearly 30 per cent 
and nay inn m fig intended to 
be held in the public sector at 
no more than IS per cent, tbe 
majority of the population will 
take a real cut in its already 
very limited purchasing power. 

Monitoring public opinion in 
the country is notoriously 
difficult: and since the bread 
price riots of January 1977 
every Egyptian government 
has lacked all onthneiaam for 
embarking on a course of 
action which is perceived as 
threatening the basic living 
standards of tbe mngg of the 
country’s urban poor. In 
response, Mr Mubarak says 
that the country, and 
supposedly therefore his 
ministers, have embarked on 
this course because there is 
simply no alternative. 

However, President Mubarak 
has not completed nearly 10 
years at the country's helm 
without having a dear idea of 
what might constitute political 
suicide. Recent events In 
Algeria have been followed 
closely by the Egyptian leader 
and there seems tittle chance 
that he wd heed those who 
argue that economic 
liberalisation cannot hope to 
succeed without parallel 
political reforms. He is equally 
aware that bis western friends 
wffl not want him to be too 


■ Why the IMF has turned 
off the air conditioners 
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FACTS 


Aiwa 997.668 sq km 

Population 54.5 million (1990 estimate) 

Head of state - President Hosni Mubarak 

Currency Egyptian pound (E£) 

Average Exch Rate 1989 SI = EE1.10 

1990 S1 = E£2.0Q 

ECONOMY imo 

Total GDP (£E)'.. - 64.7 68.0 

Real GDP growth (%) + 5.3 + 2.1 

Consumer prices (% pa) +21.3 +16.8 


Components of GDP (%) 

Private Consumption 

Gross Fixed Investment..... 

StockbulkUng 

Gove rnmen t Consumption. 

Exports 

Imports 


Total external debt ($bn) 

Date sendee ratio (%) 

Reserves minus gold (9m) 1 

Discount rate (% pa) 

Current Account Balance (Sbn).. 

Exports (Sbn)* 

Imports (Sbn)* 

Trade Balance (Sbn) 


Trading Partners (% share). 

Italy 

Romania. 

Israel 

US 


Exports 

14.1 

11.7 

10.4 

15.4 


Imports 

7.0 


Notes: (1) GDP figures apply to fiscal year ending June 30. 
1990. Figure Is an ETC estimate. 

(2) End -September figure. 

(3) Balance of Payments basis. 

Sources: Economist Intelligence Unit, IMF, Doiastream 


ambitious. 

The US Administration, for 
so long unconvinced that Mr 
Mubarak could ever be such a 
good friend as President Sadat, 
appears to have been won over 
by his reaction to the Gulf 
crisis. In return, Mr Mubarak 
speaks of the Bush government 
in glowing terms, even to the 
extent of professing total faith 
in Washington's determination 
to resolve the Palestinian 
Issue, despite all the negatives 
emerging from Israel. 

It seems all too probable that 
Egypt’s central political rote In 
the Middle East will again 
provide whatever safety net is 
required should the 
government's efforts at 
economic reform either prove 
too much for the people, or too 
little for the international 
community. Little wonder that 
Mr Mubarak is optimistic. 


The economy: acid test 
Politics: Mubarak's popu- 
larity tested 

Public sector: a layer ol 
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Agriculture: controls start 
to bite dust 
Bankers: hard times 
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Oil prospects: tough in 
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in Cairo Page 6 


Made Us Their Choice 


i. ^ rll 

V‘ ” 


, liter 

J m- 





p hn _ 


, mm 




V.-7 


. 

V 




We have discovered the formula for success in the 


with humanity and informality. No wonder major 
companies like to deal with us. Whether small or 
large we like to live up to your expectations. We 
never forget otir business is to take care of pounds. 


i.qb q 

^ ii-289 

JOiAL DEPOS/ ts jjj j. 743 

M 64 __ 



Commercial International Bank 

The Choice of the Multinationals 


Head OffioerNfe Tower Buldng. 21/23 Gha Street, Giza. 




* 




( EGYPT 2 ) 


n 


FINANCIAL TIMES MONDAY JUNE 34 1991 


LIKE a drowning man who finds a 
life raft drifting miraculously 
towards him, Egypt’s economy is 
being given another chance. But 
salvation is by no means assured. 
Escape will prove difficult. 

Egypt's acid test lies in its ability 
to sustain a tough economic reform 
programme that risks social 
upheaval. Its record of failed 
attempts to drag itself out of the 
economic mire does not inspire con- 
fidence. And yet there are differ* 
ences this time that may help to 
produce a more sustained effort 

The International Monetary Fund 
with the World Bank have fash- 
ioned a programme that will exact 
heavy penalties if Egypt reneges on 
its commitments. 

This carrot-and-stlck approach, 
with substantial emphasis on the 
stick, follows the collapse of an IMF 
programme in 1987. This time, the 
Bank and the Fund have collabo- 
rated to a perhaps unprecedented 
degree in taking account of Egypt's 
special requirements. If successful 
the programme may come to be 
regarded as a model for other coun- 
tries facing similar difficulties. 

The main thrust erf the reforms is 
aimed at obliging Egypt to turn off 
the subsidy tap - thus reducing the 
budget deficit - and begin the 
lengthy and painful process of 
structural reforms of a highly cen- 
tralised and debt-burdened econ- 
omy. 

In return for "good behaviour”, 
Egypt is being rewarded with sub- 


stantial debt forgiveness, a package 
Of structural adjustment loans and 
other forms of assistance such as 
g400m in grants for a so-called 
“social fund”. The fund would be 
utilised to train labour made redun- 
dant by economic reforms and also 
to provide "seed money” for new 
small enterprises. 

"These are a tightly conceived 
and designed set of programmes 
and a Mg contrast with 1987," says 
one foreign economist "Egypt has 
no easy options. If the government 
resumes a higher level of govern- 
ment expenditure and wage growth 
it would lead to a cutoff of sources 
of financing. 

"The IMF and World Bank both 
have Egypt on the hook and it 
won’t be easy for it to wriggle out of 
its commitments if it wants to con- 
tinue to reap the benefits of debt 
forgiveness and structural assis- 
tance." 

A senior government economic 
adviser, directly involved in negoti- 
ations with the bank and the fund. 
Insists that the govenmient is com- 
mitted to the reforms, in spite of the 
obstacles and difficulties. 

The IMF agreement, concluded in 
May, provides Egypt with a standby 
loan totalling SDR272m. More 
Important, it cleared the way for a 
Paris Club agreement to forgive half 
the Egyptian government’s guaran- 
teed debt of about $20bn based an 
net present value applying from 
July 199L Again, debt forgiveness is 
firmly tied to Egypt meeting its IMF 


Tony Walker examines the IMF and World Bank reforms 

Life raft for the economy 


and World Bank obligations on long 
overdue economic reforms. 

Debt forgiveness will be earned 
out over three stages beginning 
with a 15 per cent reduction on July 
IS, to be followed soon thereafter by 
a farther 15 p er cent, and a final 
reduction involving an additional 20 
per cent applying from July 1994. 

Egypt’s total foreign defat, assum- 
ing that it is ahle to sustain reforms 
beyond 1994, stands at about $25im. 
Before the Gulf crisis external debt 
exceeded $50bn. Apart from the debt 
forgiveness agreed to by 17 western 
creditor nations, the US forgave 
Egypt’s $6.7bn military debt and 
Gulf states wrote off debts of $8bn. 

“The Egyptians,” says a western 
economist, "should erect a statue to 
■SaHriawi Hussein In (Cairo’s central) 
Tahrir Square.” 

The IMF-World Bank reform 
package differs from the 1987 pro- 
gramme in another important 
respect This time, Egypt has been 
obliged to introduce several mea- 
sures "up front” to demonstrate 
good faith. These include the 
removal of ceilings on Interest 
rates; further streamlining of the 


exchange rate regime; Introduction 
of a new sales tax; and fairly steep 
price increases, especially on fuel 
and el e c tri c it y . 

The sales tax, which has experi- 
enced some teething troubles, Is 
expected to add about LElbn in rev- 
alue annually to g o ver n ment cof- 
fers. The authorities, in their effort 
to boost revenues, are revitalising 
the system of tax c o ll e cti on whose 
burden falls unfairly on govern- 
ment employees. 

A western tax expert argues that 
with sophisticated methods and a 
more determined approach, Egypt 
should be able to double tax 
receipts. 

In line with understandings it 
reached with the IMF. the govern- 
ment announced that the budget 
deficit would be reduced to 9.5 per 
cent of GDP in fiscal 1991-99, com- 
pared with an estimated 20 per cent 
of GDP In 1990-91 - a figure unac- 
ceptable to International lending 
institutions a n d one that puts Egypt 
among the world’s “top five" trans- 
gressors. 

Dr Atef Sedki, the prime minis ter, 
announcing details of the budget for 


the new financial year, said the gov- 
ernment planned to reduce the defir 
dt to 3^ per cent of GDP by 1994-95. 
That would be a very significant 
a ctnevement 

The World Bank, which plans to 
provide about S30Gm in structural 
adjustment fs demand- 

ing farther liberalisation of the pub- 
lic sector, leading to ft genuine pro- 
cess of privatisation in place of the 
fiddling at the margins that has 
been going mi for several years. 

The Bank Is seeking the removal 
of price controls to give public sec- 
tor enterprises more flexibility. It 
wants the complete de-regulation of 
the agriculture sector where the 
planting and marketing of cotton, 
rice and sugar are stiff subject to 
government controls. 

No-one in Egypt pretends the 
next 18-24 months are going to be 
easy. Indeed, there is a good deal of 
worry about the Impact of price 
rises «nd unemployment in a coun- 
try whore the Gulf crisis has hit 
hardest the lower income groups 
ito ppyiijmit on remittances from rela- 
tives previously working in Iraq 
and in Kuwait 


to one estimate, some 
5m Egyptian "dependents" may 
have suffered as a consequence of 
file drying up of family subventions 
from abroad. A. western economist 
estimates that real per capita house- 
hold jncogqo d ropped 18 per cent In 
1990-91, with wage increases lagging 
far bplmwl teflati/ai 

The IMF. expects prices to rise 
about 28 per cent in the coming 
fiscal year, after which the rate of 
Increase should tail off fairly rap- 
idly. The Mg rise occurred in the 
December-March period when, on 
an annualised baste, prices jumped 
by about 40 per cent Weston econ- 
omists ritanmnt the possi bi l it y of 
“hyper-inflation.” 

Another worry for the authorities' 
is that unemployment, unofficially 
estimated at about 15 pea* cent, will 
become a more critical problem. 
Continuing negative growth in the 
official economy holds oat Utile joy 
far those seeking Jabs. 

Egypt’s large informal economy, 
which accounts for about SO per 
cent of economic activity, provides 


i faunal sector, bat its absorptive 

nap«u» w y is Umited in pert by link- 
ages to the rest of the economy. 

Egypt’s balance of payments for 
1990-91 was weakened due to the 
fei pyt of the Gulf t rims. Foreign 
grahanggH losses from the sharp 
drop in tourism revenues and the 
downturn in remittances are 
thought to have totalled abont 
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increased from oil due to 

higher prices plus aW transfers 
mainly from the Gulf as a reward 
for Egypt’s stand against Iraq. 

The OTthoritias face a teg test in 
impleme nting and administering 
file new economic reforms. Govern- 
ment officials freely admit that 
because of a shortage of skille d staff 
th e y -are hard-pressed to keep up 
with all the changes, let alone 
engage in the fine-tuning that 
might be necessary, 

“These are structural problems 
that the IMF and World Bank don't 
see,” one g o v ernment adviser 
ruefully. “The system has stag n ated 
far the last 20 years. Far the first 
time, so many measures are be fog 
■ im plement ed on so many fronts." 

Officials are sanguine, but by no 
nwn« overconfident, about the gov- 
ernment's ability to maintain social 
rahrerinn at this deScato stage. “If 
we play our cards right in terms of 
keeping, people informed of what 
we’re doing we probably will suc- 
ceed,” said. <me o ff i c ial 

But, as a western economist 
points out, the danger far Egypt is 
that it will get inflation down and 
stop the haemorrha ge to its foreign 
reserves, but it will end up with a 
stagnant economy. 

That in turn will depend to an 
extant on judgments made inter- 
nally imri externally by investors 
who are now watting , to see if the 
government keeps its nerve and is 
Ind ee d genuinely committed to 
reform. 


SURVEYING THE internal 
scene as he alters his I Oth and 
potentially most taxing year in 
power, President Hosnl 
Mubarak has reason to feel 
satisfied. Although controver- 
sial, Egypt's role on the win- 
ning side of the Gulf war 
boosted his popularity when 
grumbling over the stagnant 
economy had begun to mount 
His political foes remain in 
disarray, divided by the war. 

In Mming mnntiiK, as IMF- 
prescribed reforms begin to 
bite, Mr Mubarak will need to 
draw down his political 
reserves. Rising unemploy- 
ment and inflation could pro- 
vide the focus which opposi- 
tion forces have lacked. 

Aware of the potential fin 
unrest the government has 
shown no faHfaatimi to bal- 
ance economic liberalisation 
with a relaxation of its politi- 
cal grip. A recent three-year 
extension of emergency pow- 
ers, conpled with a Cabinet 
change that left the regime's 
tenured figureheads in place, 
provided a sign of determina- 
tion to keep the lid on. 


In force since the assassina- 
tion by Islamic radicals of Mr 
Mubarak’s predecessor Anwar 
al Sadat in 1981, the emer- 
gency powers contribute to an 
impressive arsenal of govern- 
ment controls. Under Egypt's 
1971 constitution the president 
appoints not only ministers 
but also provincial governors, 
newspaper editors, university 
presidents and other senior 
officials. Government minis- 
tries decide the content of 


The government has 
long realised 
persuasion Is more 
effective than coercion 


radio and TV broadcasts, 
school curricula and most 
mosque sermons. 

Mr Mubarak's National 
Democratic party, which like 
Mexico’s Institutional Revolu- 
tionary party, runs a vast 
patronage network, holds a 
crushing 85 per cent parlia- 
mentary majority that allows 


POLITICS 


Mubarak’s popularity tested 


It to legislate at will. The 
state's overwhelming domi- 
nance has kept the political 
position weak In spite of a 
decade-long trend towards plu- 
ralism. A dozen legal parties 
run the gamut fr om g i *< n « to 
f nnriaTnptitqUc frg to socialist 
followers of Gamal Abdul Nas- 
ser, the first and most radical 
of Egypt’s presidents. Even the 
still-outlawed Muslim Brother- 
hood operates freely behind 
thp thin veil of an alliance 
with the Labour party. 

But the opposition’s 
long-standing Inability to 
deliver more than rhetoric has 
tested the patience of a public 
which is already renowned for 
its apathy. Calculating 
wrongly that the Gulf crisis 
had shaken the regime, the 
major parties boycotted parlia- 


mentary ejections in December 
1990. Unchallenged, the gov- 
ernment was ahle to ran the 
cleanest poll in memory. The 
curious result was that a small 
leftist party emerged as the 
main voice of parliamentary 
opposition. The conservative 
Wasd party and the Muslim 
Brotherhood, long the opposi- 
tion's heavyweights, were out 

Exclusion from parliament 
has left the mainstream oppo- 
sition with no voice but the 
nofay party press, considered 
the freest in the Arab world 
(excepting Lebanon). But a 
small readership and low Jour- 
nalistic standards have United 
its credibility. 

Muslim fundamentalists do, 
however, contr ol most elected 

pM tfmM in pr mfe — tonal ami 

student organisations. The 


Muslim Brothers contend that 
tills reflects the real popular 
will, not an unreasonable 
dalm given opinion polls 
showing a majority of Egyp- 
tians in favour of folly applied 
Islamic law. (Egypt’s law has 
long been theoretically based 
on Sharia). 

Vet despite an ongoing reli- 
gious revival and widespread 
sympathy for the Brother- 
hood's ate*, 

have failed to galvanise public 
action. In contrast with 
Algeria, no charismatic dema- 
gogue has emerged In Egypt, 
nor is one likely to be allowed 
to. The Brotherhood’s plat- 
form remains hazy; apply 
“true’’ Mom and all problems 
will solve themselves. The 
Gulf crisis confused support- 
ers as anti- western xeno- 


nhobes c l ashe d with T«l«ipie 
moderates and Saadi-backed 
c onservativ e s . Meanwhile, the 
state has waged a successful 
campaign of co-optation, 
inrrwaning Islam’s media air 

tiwi> ant! ran Hug militar y 

fo ter y tu i Htm in the Gulf as a 

dwIliHiM of Talamto holy places. 

P ol itical impotence 

continues to fr us trate radicals 
fuelling urban guerrilla 
groups like the Islamic 
Leagues. Loosely organised in 
cells throughout the country, 
tiie ' leagues have engaged in 
sporadic clashes with se cur ity 
forces over the past decade, 
and have been held responsi- 
ble for attacks on property 
owned by Egypt's 6m Coptic ' 
Christian minority . 

In October 1990 the Speaks 
of Egypt’s parliament and five 


bodyguards were ambushed 
and killed in central Cairo. It 
later transpired that the unfor- 
tunate politician had been mis- 
taken for the tough interior 
minister, whom the Islamic 
Leagues accused of ordering 
the death of a prominent 
league figure, gunned down Oh 
a Cairo street a month earlier. 
The assassination prompted a 
wave of arrests and a series of 
bloody shoot-outs between 
police and terrorist suspects. 


The overwhelming - 
dominance of the state 
kept the political 
position weak 


It is unclear, . however, 
whether w* notable apritm* fa 

ftmilampiihiHrt Violence b— 

been a result of police action. 
Human rights organisations, 
increasingly active In Egypt, 
have charged security forces 
with routine brut a li t y includ- 
ing tor tu re. But by regional 
standards, most observers 


concur, abuses are nrintmal . 

Ultimately, the Mubarak 
gover n ment has long realised, 
persuasion is more effective 
than coercion. During the Gulf 
crisis Mr Mubarak gained 
points by frankly explaining 
bis decisions in a series of trie- 
vised speeches. Similarly, be 
has tried to soothe anxieties 
over economic reform by 
hhnrtjy describing the e x te n t 
of Egypt’s difficulties and the 
urgent need to address them. 

After tiie Nasser era's legacy 
of a highly controlled society, 
Mr Mubarak can justly claim 
to have .overseen a shift 
towards greater openness. In a 
rfmw sign of tills, wn tewldii 
now routinely target the most 
senior officials - excepting 
the president himself. 
Another, sadder sign is the 
decline of the cruel political 
jokes that were long the Egyp- 
tians’ sole outlet for revenge 
against a monolithic state. An 
age of "plain speaking has 
seemingly given subversive 
hu m ou r the Mm of death. 

Max Rodenberg 
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THE NILE BANK 


Authorised and paid up capital US $40,000,000 fully 
subscribed by Egyptian individuals. The Bank deals 
in foreign currencies as well as Egyptian pounds. 


BALANCE SHEET AS AT DECEMBER 31ST, 1990 

(in L. E.) 


31/12/90 31/12/89 


Total Assets & Liabilities 1 ,104,424,729 848,762,878 

Capital in US $ 40,000,000 40,000,000 

Total Loans 424,314,767 328,760,174 

Investments 34,008,633 27,682,078 

Net Profits 20,464,136 17388,659 

(Dec. 1989 US $ = 2.55 LE / Dec. 1990 US $ = 2.87 ) 


THE NILE BANK COMPANIES 
The Nile Bank Companies, with an issued capital of 169.4 m E.Pounds, 
in which the bank holds an average 22% share are: 

1. Nile Co. for Agricultural Industries 

2. Nile Co. for Printing and Packaging 

3. Nile Co. for Reconstruction 

4. Nile Co. for Agricultural and Food Industries 

5. Nile Co. for Manufacturing Building Materials 

6. Nile Co. for Metal Industries ( SAMY ) 

7. Nile Co. for Fodders and Chickens 

8. Nile Co. for Projects and Trade 

9. Nile Co. for Tourism 

10. Moder Arab Co. for Timber Industries ( MATIN ) 

11. Cairo Investment & Development Co. 

12. Mansoura Poultry Co. 

13. Cairo Radiology Centre 

14. Nile Co. for Chemical Industries and Modem Packaging 

15. Nile Co. for Investment & Development 

16. Nile Co. for Marketing 


BANK BRANCHES 


ISLAMIC BRANCHES 


' HEAD OFFICE 
' CAIRO BRANCH 

* HELIOPOLIS BRANCH 
•ELHEGAZ BRANCH 

* SHOUBRA BRANCH 

* MAADI BRANCH 

* ALEXANDRIA BRANCH 
'GIZA BRANCH 


* EL MANSOURAH BRANCH 
• SOUHAG BRANCH 

* D AMI ETTA BRANCH 

* HELWAN BRANCH 
(15 MAY CITY) 

* AIROPORT OFFICE 

* ( ALEX. HARBOUR OFFICE ) 

* ZAGAZIGUE BRANCH 


* TANTA 
MOHANDESSEEN 


MAIN OFFICE: 35 RAMSIS ST.. CAIRO 
(ABDEL MONHM RIYAD SO.) 

P.O. BOX 2741 

Telex: 22344 - 20785 - BANIL UN 
Tel: 741417 - 743502 - 749187 - 
751 105 - 753947 Fax: 7566296 


Overseas Representative: 

Mr. Ibrahim Khalifa 
Financial and Industrial Consultant 
2001 L Street N.W.Washington D.C. 20036 
Tel: (202) 452-8816 Telex: 372-1500 KM 
Fax: (202) 872-9174 


THE PUBLIC SECTOR 


A layer of overseers 


panies should have consider- 
able freedom to reorganise 


MR Mohammed Abdel Wahab 
has spent much of his time as 
Industry minister since 1984 
defending the poor perfor- 
mance of many of the approxi- 
mately 150 public sector com- 
panies and joint ventures 
under his control 

Year after year, he produces 
figures to try to persuade scep- 
tics that inefficient state corpo- 
rations are doing better under 
his supervision, and that the 
list of loss-making enterprises 
is becoming shorter. 

Now, Mr Wahab is about to 
gain a respite from difficult 
questions about the sluggish 
state sector. A new Public Sec- 
tor Investment law has been 
formulated that would create a 
separate ministry to preside 
over a rationalisation of 550 
state-owned enterprises, 
including the 150 attached to 
the industry department 

Enterprises range from those 
of the textile sector, easily the 
largest employer of labour In 
Egypt to stateowned compa- 
nies engaged in the production 
of consumer items such as 
chocolate and beer. 

Banks and insurance compa- 
nies, and enterprises such as 
EgyptAir, the national carrier, 
will not come within the pur- 
view of the new law initially as 
these institutions operate 
under their own specific laws. 

Depending on the quality 
and commitment of the minis- 
ter responsible for supervising 
the liberalisation of state enter- 
prises, the new law could prove 
one of the more adventurous 
measures undertaken among 
the latest reforms, ft might be 
one of the most controversial. 

The basic thrust of the new 
law will be to create a series of 
holding companies to oversee 
the activities of various group- 
ings of state enterprises operat- 
ing under the revised public 
sector law. These holding corn- 


public sector businesses along 
more efficient and, it is hoped, 
profitable Hras- 

The holding companies will 
he empowered to sell off assets, 
close loss-making divisions, 
raise additional capital , trade 
in the financial markets, re-or- 
der priorities and inject new 
talent into boards of state cor- 
porations in place of manage- 
ment representatives from the 
companies themselves (work- 
era' represen t ation is pr o tec te d 
by Egypt's Nasser-era constitu- 
tion). 

One of the most acute draw- 
backs of the existing system is 
that boards, comprising more 
or less equal numbers of man- 
agement and workers’ repre- 
sentatives, tend to be con- 
sumed by petty squabbles 
about pay and conditions, and 
too little attention is paid to 
developing new strategies. 
Many poorly financed state 
companies, labouring under 
rigid price controls, have 
become moribund institutions, 
bereft of new Ideas and starved 
of fresh investment 

The new "holding company 
system” has its critics among 
Egyptians who ask whether it 
is necessary to create yet 
another layer of bureaucracy 
over the unwieldy public sec- 
tor which accounts for some 70 
per cent of gross fixed invest- 
ment 80 per cent of foreign 
trade and 90 per cent of bank- 
ing and insurance. 

Prominent among these crit- 
ics is Mr Said el Naggar, Cairo 
University emeritus professor 
and former World Bank execu- 
tive director. “This kind <rf idea 
has been tried in many coun- 
tries,” he says. "Why should it 
work in Egypt?” 

Mr Abdel Wahab answers 
critics by saying that the sys- 
tem being Implemented in 


Egypt has worked ftuccessfolly 
to enliv en state institutions in 
Italy, Austria and France. 

Sceptics question whether in 
a developing country like 
Egypt it is advisable to vest too 
much power in the hands of 
the minister charged with 
responsibility for "cleaning up” 
the public sector. The opportu- 
nities for patronage in appoint- 
ments to the boards of holding 
companies and other forms erf 
skulduggery would seem to be 
almost unlimited, especially if 
an adventurous divestiture 
process were to get under way. 

Mr Wahab says that much 
wil] depend on the quality of , 
the new minister, but in any 
case the task is so big that he 
believes whoever fills the job 
will be run off his feet. If the 
government genuinely int ends 
to oblige state Institutions to 
operate according to more rig- 
orous commercial standards, 
then the minfetar will have his 
work cut out saving a number 
of loss-making companies. 

The new law, he says, is 
designed to merge over time 
with Law 159 which governs 
the activities erf much of the 
private sector so that Egypt 
will end up with one corporate 
law and also one set of rales 
g ov erning labour relations. 

The World Bank, through its 
structural assistance pro- 
gramme, has been encouraging 
an adventurous approach to 
tire restructuring erf public sec- 
tor institutions, ft will not be 
alone in monitoring carefully 
the operations of the new law 
which will carry the debt-bur- 
dened and highly inefficient 
state sector into previously 
uncharted waters; and if the 
process is pursued it is certain 
to cause more than its share of 
controversy, not to mention 
the prospect of redundancies. 

Tony Walker 


EXPORT DEVELOPMENT 
BANK OF EGYPT 


EDBE 


ACTIVITIES 

* FOREIGN TRADE FINANCE 

* FINANCE AND PROMOTION OF EXPORT 
ORIENTED PROJECTS 

* EXPORT INFORMATION CENTER 

* EXPORT CREDIT GUARANTEE AND 
INSURANCE (UNDER STUDY) 

STARTED OPERATION FEBRUARY 1985 
Amount in Millions (L.E.) 

85/86 86/87 87/88 88/89 89/90 

Total Assets 89 169 359 490 783 

Net Profit 2.1 3.8 10.4 16.2 20.4 


EXPORT DEVELOPMENT BANK OF EGYPT 

ADDRESS: 10 TALAAT HARB ST., 
CAIRO - EGYPT 

TELEPHONE: 777003; 769964; 768190 
TELEX: 20850 ; 20872 
FAX: 77455 

ALEXANDRIA BRANCH 
95, 26 JULY ST., CELCELA TOWER, AZARTTA 

10TH OF RAMADAN CITY BRANCH 
AREA1, BUILDING 3 




THE NATIONAL BANK OF EGYPT 

93 YEARS OF BANlflNG ACTIVITIES 

NBE is the first among the top 100 Arab banks where the balance sheet is concerned. 

NBE net work stretches all over the world with over 280 local branches 
+ 2 London branches + over 1300 correspondents 

With the NBE jour accounts are top secret 
Join your financial partner and counsellor in Egypt 
Head office ; 24 Sherif st, Cairo, Egypt 
Tel: 3924143 / 3924175 / 3924184 
Telex: 92238 NBE UN. 92832 NBE UN. 22327 NBE UN. 

London Branches 

City Branch: West End Branch: 

Park House, 16 Finsbury Ciicns, Trafalgar House, 1 1 Waterloo Place, 

London EC2M.7DJ London SWIY, 4AU 

Tel: 374-6446 Telex: 916625 Tel: 374-644 6 Telex: 916625 
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Tough reforms: ‘no other way’ 
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President Hosnl Mubarak of Egypt will 
complete 10 year* in office this Hovember. 
Under hfe rule, Egypt has moved slowiy and 
uncertainly towards a process of economic 
liberalisation. However, recently reforms . 
have speeded up with the signing at a new 
IMF agreement ■ 

Roger Matthews add Tony Walker talked to 
Mr Mubarak Jr Cairo for this survey 



QUESTION: ..You once referred 
to the JMF as the "interna- 
ttonal misery fond". Save 
changed your mind .and 
committed are you to the new 
reform programme? 

ANSWER: We are committed 
and we are going to f ulfil our 
commitments, although it will 
be very hard. But the people 
are gomg to accept it because 
there is no. other way:. - 
Q: But the reforms wiD mean, 
significant hardship lor ordi- 
nary people? 


A: Hardship for people is 
everywhere, even, in the UK. 
Every, country has difficulties 
and there are many people suf- 
fering. We have to find ways to 
improve the standard of living 
as as 

Q; Both Egyptians and foreign- 
ers are sceptical about* your 
ability to sustain the reforms. 
They say that at the first hint 
of trouble you. wfii drop the 
reforms. 

A: People talk! When Sadat 
was elected they said he would 


only stay two or three months. 
When I was elected.they said I 
would not stay long. These are 
estimations of people who are 
not studying the situation 
deeply. We are going ahead 
with the reforms. We will 
never hesitate and whenever 
anything needs to he explained 
to the people I'm ready to go 
personally on television to 
explain it. to them. 

Q: What persuaded you to 
accelerate the pace of reform 
after moving very slowly? 

A: I'm convinced with the 
pace. In the past I went slow ~ 
until the people were educated 
that there should he reforms. 
Then I could start. I told them 
that if we stayed like this we 
would have to make very 
tough reforms in the future. 
There is no other way. 

Q: Is it your Intention to allow 
the private sector to become 
the dominant factor in the 
economy? 

A: The private sector is much 


richer than the country Itself 
We would like to use their 
money which been under 
tiie ground; to create jobs for 
people, to build factories and to 
increase production. 

Q: What do you say to foreign 
investors and private sector 
businessmen who complain 
about obstacles created by an 
unresponsive bureaucracy? 

A: We have removed hills of 
bureaucracy in the past 10 
years. We need investors to 
come here so we are removing 
so many obstacles. We did a tot 
in the last 10 years to encour- 
age investors. 

Q: What are you most proud of 
as you come up to 10 years in 
office? 

A: When 1 took office we had 
no infrastructure. We started 
building infrastructure from 
scratch: sewerage, water, new 
cities In the desert, all kinds of 

wimrniiniwtHmw land reclama- 
tion and. of course, d em ocr a cy. 
I have never prevented any 


newspaper article from being 
published, which is something 
which never happened before. 
Q: What is your vision for 
Egypt in the year 2000? 

A: 1 hope there win be a much 
better economic situation. We 
are suffering now because of 
the policies of the past 50 years 
that were not in the right 
direction, founded upon social- 
ism, upon the Soviet Union 
and a big public sector which 
is a no-man's land So I hope 
by the year 3000 the private 
sector will be much more and 
the public sector will be lim- 
ited to a few things the private 
sector cannot do. 

Q: Will it require President 
Mubarak at the wheel to guide 
the country to the end of the 
century? 

A: I still say two terms are 
enough [Mr Mubarak's second 
six-year term expires in 1993] ... 
I hope I would end after my 
second term and just live 
freely. This is my hope. 
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Roger Matthews on Cairo’s role in the Middle East peace process 

Leader of the Arab nations again 
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THE return this : year of the Arab 
League to its headquarters in Cairo 
is at least a partial vindication of - 
President Anwar Sadat’s highly 

individualistic, approach to the con- 
fllcts of the Middle East and also of 
Cairo's long-held assumption that 
other Arab nations -would suffer 
more from a break to relations than 
would Egypt itself. ■ . 

The election of Mr' Esmat Abdel 
Megmd, Egypt's iormerforeign min- 
ister. as the new secretary-general 
of the League lends farther weight 
to the argument that Cairo has 
a gafn become the undisputed politi- 
cal leader of the Arab natWia Few 
sceptics would have; believed that 
possible a decade ago. It used to be 
said that the one sure thing amid a 
sea of Arab unpredictability was . 
that no Arab leader would accept 
the return of the Arab League to 
Cairo while there was an Israeli 
embassy to that city. ' 

It would be encouraging to con- 
clude that this apparent volte-face 
had come about as a j-esult of a 
more realistic assessment of policy 
options to the region. Unfortu- 
nately, it has ter more to do with 
the disasters by President 

Saddam Hussein of Iraq. .. 

In the late 1970s, Baghdad orches- 
trated the Arab campaign to punish 
Egypt for daring to break ranks by 


signing a separate treaty with 
Israel ii was subsequently Baghdad 
which led the way back to Cairo as 
it became bogged down to its inter- 
minable self-inflicted war with Iran. 
So when Mr Saddam's International 
political and military ambitions 
ware laid to rest by the Allied forces 
to Kuwait last February, it became 
inevitable that the; ebb back to 
Egypt would become a flood. 

There Is little indication so ter 

it -used to be said that the 
Arab League would not 
return while an Israeli 
embassy was In the city 

that it is going to be a very i 
fid flood. Iraq's invasion of Ex 
to August, the threat then posed to 
Saudi Arabia and to the rest of the 
Gulf, and the important role played 
by Egypt and Syria in supplying 
troops and wider political support 
for the Allied armies, does not 
appear to have made that much dif- 
ference to entrenched Gulf atti- 
tudes. 

Kuwaitis, who suffered most 
among Saddam's international 
opponents, are said by some Egyp- 
tians to be demonstrating little 
mare Sum verbal gratitude to those 


fellow Arabs involved to securing 
their liberation. The conflict has 
done little to forge a new sense of 
unity and purpose. 

The clearest indication m>wb with 
President Mubarak’s statement that 
Egyptian troops would progres- 
sively be w it h drawn from Kuwait 
and Saudi Arabia unless there was 
a clearly ex pressed and agreed role 
for them, ft is an issue which will 
be further explored, but there is no 
doubt that Egypt has been disap- 
pointed by larit of a Of 
urgency from the other side. The 

hn p^fflnri haa ham pHiwwi in flilm 

that the al-Sabah family to Kuwait 
would much prefer American troops 
to stay rather than permit a more 
permanent role in Kuwait’s defence 
to be carried out by other Arab 
forces. 

However, there are indications 
that the ruling family baa farnifl It 
impossible to realise this aim, and it 
wDl be surprising if an agreement 
hM nr* been c onrlmtod in the nafrt 
two months winch accepts the need 
far Egyptian and Syrian units to 
Kuwait 

Even then, it will not be a deci- 
sion which gathers much public 
support among the majority of 
Rgy ptfawa As a natirtn which haa 
suffered heavily from wars to the 
past BO years, Egyptians were unim- 


pressed by the behaviour and atti- 
tudes of the many Kuwaitis who sat 
out the occupation in Cairo’s five- 
star hotels. Still less are they happy 
about what has happened in Kuwait 
ctwr-p the liberation. 

This has served further to reduce 
the likelihood that eight-nation 
grouping which emergedduring the 
Gulf crisis - involving the six 
members of the Gulf Co-operation 
Council (Saudi Arabia, Kuwait, 

It will be surprising if an 
agreement does not 
accept the need for 
Egyptian units In Kuwait 

Bahmfn Qatar, Uni ted Arab Emir- 
ates and Oman) together with 
Egypt and Syria - will cooperate 
sufficiently closely to emerge as the 
dominant influence within the Arab 
League. 

Of greater immediate si gnifican ce 
will be tiie bilateral relationship 
developing between Egypt and 
Syria. Whereas Egypt and the six 
members of the GCC are firmly 
muter the irmhn»Tla of the US, Syria 
r emains stubbornly outside. After 
the d eteat of Saddam H ussein. Syria 
Is the only Arab country which 
could be seen as posing a signifi- 


cant military threat to Israel. 

Within the foreign ministry in 
Cairo there is a ready understand- 
ing of the reasons for Syria’s stance 
over a settlement to the Palestinian 
issue. The issues raised by Syria are 
to the ones expounded by 
many Bgptian nffirials during the 
negotiations leading up to the 1979 
Camp David accords with IsraeL 
The repetition today of such views 
uaterfanes just how little progress 
has been made to the past decade of 
the Arab-Israel conflict, something 
which again has been largely am- 
finned try Mr James Baker, the US 
secretary of state, during his recent 
visits to the region. 

President Mubarak said in a 
recent interview that the Bush 
administration was about the best 
he could remember and he believed 
that it was committed to finding a 
negotiated settlement to the Pales- 
tinian issue. But, at the same time, 
Mr Mubarak is becoming even more 
despairing of Mr Yitzhak Shamir, 
Israel's prime minister, than was 
President Sadat of the then premier 
of Israel, Mr Menahem Begin. 

Although Egypt has stuck largely 
by the letter of the peace treaty 
with Israel, there is no prospect of 
anything like friendly relations 
developing between the two coun- 
tries while the Shamir government 


refuses to endorse the principle of 
withdrawing from occupied Arab 
territory to return for a comprehen- 
sive peace treaty. Bach new Jewish 
settlement in the occupied territo- 
ries is taken in Cairo has further 
confirmation that Israel has no 
interest to a just solution to the 
Palestinian crisis. 

Insofar as the peace treaty with 
Israel represents the cornerstone of 
its relationship with the US, Egypt 
is left without room to manoeuvre. 
Aid flows of about $2bn a year, 
recent forgiveness of military debt 
and the efforts Washington has 
made to persuade other creditors to 
be generous with Cairo underline 
the positive side of the relationship 
tar Egypt 

The negative aspects will appear 
more emphatically if the Bush 
administration cnni-mdes that it can 
see little benefit from engaging to 
the bruising battle with the Shamir 
government which would be neces- 
sary for the peace process to move 
forward. 

Egypt Is attempting to ensure 
during its frequent contacts with 
the Syrian leadership that, if the 
peace process does eventually col- 
lapse, it will not be the Arab side 
which attracts the greater blame. 
Accordingly, Syria is being urged to 
consider a number of compromises 


on United Nations participation in 


any peace conference, a proposal 
which Israel fiercely opposes. 

But Egyptian officials appreciate 
the diffic ulties of persuading Syria, 
now feeling more internationally 
vulnerable because of the Soviet 
Union's preoccupation with its 
domestic politics, to make any con- 
cessions without some evidence of 
Israeli flexibility. 

There is less sympathy at the 

So far as the peace treaty 
Is the cornerstone of Its 
US relationship, Egypt 
lacks room to manoeuvre 

moment for Mr Yassir Arafat, chair- 
man of the Palestine Liberation 
Organisation, whose support for Mr 
Saddam Hussein will not be for- 
given for some time to Cairo. Mr 
Arafat, and to a lesser extent King 
Hussein of Jordan, will be required 
to be seen as making a positive con- 
tribution towards the peace process 
before either man can expected to 
be asked to visit Cairo. 

Egypt may not have many alter- 
natives to offer to the present peace 
process, but anyone wbo wants to 
be part of it will need at least to 
acknowledge Cairo's leading role. 
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GHABBOUR BROTHERS 

Built in Egypt for Export 

Meet the Strengh of an Unbeatable Combination 

The combination of the best from Sweden, backed up by the extensive manufacturing, 
assembly, repair arid service facilities of Ghabbour Brothers, make these luxury coaches 
The Number One For Tpurist And Inter-City Operators. 



GB 200 Luxury Coach ( View from MohamedAly Mosque - The Citadel, Cairo ) 


Built in Egypt by Ghabbour Brothers , GB 200 Luxury Coaches are 
available with coachwork designed by the latest technology incorporating 
the latest Scania K113 series running units from Sweden. 



GHABBOUR BROWERS 


Factory and Service. 

Km. 3 Cairo- Alex. Agriculture Road 
Kalioub , Egypt : 

Tel: 956120-955015-955039-957014 
Telex: 21030 Gabor UN. 


Head Office 

21-24 Ecoad el Din Street 
Cairo, Egypt 

Tel: 912950-912855-917133-924874 
Telex: 93686 Gabor U.N. 

. Fax: 744193 
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FOR Egypt’s bankers, the past six 
months have brought a dizzy round 
of IMF and World Bank changes 
that, if sustained, will revolutionise 
the hitherto-moribund financial sec- 
tor. 

In January, the authorities 
removed ceilings on interest rates, 
introduced a 90-day treasury bill 
auction to the market, further liber- 
alised the foreign exchange system 
and instituted a credit squeeze. 

In a directive on May 12. the cen- 
tral bank instructed banks to 
reduce outstanding credit by June 
SO to about the levels prev ailin g at 
the end of February. Most banks 
have in effect stopped issuing new 
credit bankers admit they will have 
difficulty meeting the target 

The tight monetary controls, 
accompanying Egypt's agreement 
with the IMF in May, are aimed at 
reducing inflationary pressure at a 
time when cuts In subsidies on a 
range of items from fuel to food- 
stuffs have led to a surge in prices. 

While bankers say they under- 
stand the need for a tight monetary 
policy, they question whether the 
arbitrary application of new credit 
ceilings is desirable, especially 
when the authorities are trying to 


encourage new investment. 

Dr Hazem Beblawi, chairman of 
the Export Development Bank of 
Egypt - a possible candidate for an 
economic portfolio in cabinet 
changes expected later this year - 
says that Egypt, having accepted 
the IMF programme, Is obliged to 
restrict credit. Bat he observes: 
“You can't cut credit overnight 
pan ks have commitments; clients 
have commitments. What is needed 
is an adjustment phase to reduce 
excessive demand In the market, 
not measures that are implemented 
in a hasty mid indiscriminate way." 

Mr Andrew Frearson. of Cairo 
Barclay's, worries that if the credit 
squeeze is sustained for too long, it 
will “restrict the sort of growth the 


Tony Walker considers reforms in the financial sector 


Hard times for bankers 


government is looking for in the 
wake of the Gulf crisis.' 1 He says 
many borrowers are suffering as 
interest rates have risen sharply 
since the removal of ceilings. 

The government has been obliged 
to inject hundreds of millions of 
pounds into the chronically under- 
capitalised “big four” public sector 
commercial banks — National Bank 
of Egypt, Banque Misr, Bank of 
Alexandria and Banque du Caire 
- which account for two-thirds of 


total bank assets. At the same time, 
the authorities have begun to 
impose much tougher prudential 
standards on the hanlni 

Under IMF pressure, the central 
bank is applying guidelines laid 
down by the Bank of International 
Settlements to assess file quality of 
loan portfolios and also capital 
ratios. From July 1, the next fiscal 
year, banks* assets will be reclassi- 
fied according to BIS guidelines into 

international! y-recognised catego- 
ries. ITwriw frvigtTPff hanking prac- 
tice in Egypt, extremely lax defini- 
tions apply to doubtftil and 
non-performing loans. 

The government’s new 90-day 
treasury bills, described by an IMF 
ofnrffli as the “pillar” of monetary 
reforms, have been effective in 
soaking up liquidity. Most issues 
have been oversubscribed. 

A pleasing development for the 


authorities is that non-bank finan- 
cial institutions such as pension 
funds and Insurance compa- 
nies - plus individual inves- 
tors - have now entered the market 
strongly, accounting for 20 per cent 
of last month’s successful bids. 

Smaller banks, especially those 
with limited branch networks, are 
finding tiie going tough as li quidity 
continues to be squeezed and the 
cost of money rises. 

Further reforms of Egypt’s once- 
tangled exchange system were 
enacted in February. “Cartel" proce- 
dures W£re halted involving a email 
number of mostly public sector 
financial institutions, closely super- 
vised by the central bank, that were 

r es ponsible for fiTfag the whanp 
rate. Now, the pound Is allowed to 
float freely, although the central 
bank exerts discreet pressure if 
rates become “too competitive.” 


The addition of official money' 
changers to the system is another 
step towards enlivening financial 
markets. The IMF hopes that these 
Institutions, under official supervi- 
sion, will improve circulation of 
funds in the economy and put paid 

to the imnftlrial “ hVarV marten 

Mr Rafik Suweilam, first under- 
secretary at the Ministry of Econ- 
omy and Foreign Trade, says that 
Egypt Is determined to “integrate" 
its foreign exchange markets in 
“less timw a year”. 

Apart from the so-called "free 
market" used for most transactions, 
the central franlr matnfalww its own 
“pool" drawn from Suez Canal, cot- 
ton and petroleum receipts. This 
pool is used to fund strategic 
imparts such as foodstuffs. Bankers 
expect profits tUs year to be down. 
But last year was satisfa ctory or 
buoyant for many institutions. 


Egyptian American Bank - a 
joint venture between Bank of Alex- 
andria and American Express Bank 
- led the joint venture banks with 
a 61 per cent increase in net profit 
to LE75.5m. Typical of buoyant 
results were those at Mlar Interna- 
tional Bank and The Nile Bank 
which reported 30 -pea: cent profit 
increases and the Egypt Arab Afri- 
can Bank whose profits were up 35 
per cent Improved profitability was 
due in part to a liberalisation of 
bank rhjirgp* and fees. 

The ftw surviving Islamic invest- 
ment companies . had a difficult 
year. Al-Sharif Company for Eco- 
nomic Development’ ran into liquid- 
ity problems earlier tills year and 
was late in redeeming coupons to 
holders of the company’s paper- 

A1 Rayan, largest of the failed 
investment houses, is still subject 
to. court-administered efforts to sell 
the company’s assets to a group of 
local and international investors. 
The government has put pressure 
an AL Sayan pri ncipals , too face 
long jail sentences, to repatriate 
funds lodged abroad. 

As the the process of economic 
reforms goes forward, the authori- 
ties are beginning to look more 


GIOSBU Ufc 

tal markets to revitalise the sector. 

Egypt’s capital markets, accord- 
ing to a recent study by the United 
States Agency for International 
Development, are “very underdevel- 
oped, with a total market value oE 
fisted equities equal to only about 6 
per cent of GDP.” B said the “main 
obstacles" to the development of an 
equity market 'included statutory 
requirements that new shares most 
be issued at "par value” and that 
existing shareholders must be 
offered preemptive rights to new 
issues, and an absence of underwrit- 
ing institutions. . 

Reform of lavra governing the 
operations of “non-bank financial 
intermediaries” and a tax system 
thq * discriminates against invest- 
ments in equities in favour of bank 
deposits was recommended. 

Yet Mr Omar Sakr, regional man- 
ager of Bank of America, referring 
to Egypt's good fortune with a sub- 
stantial part of its debt being for- 
erfoww pins fresh inflows from tra- 
ditional donors and international 
toning institutions, says: “So much 
be flcwra here. Few other coun- 
tries have had- such an opportunity 
to start g gaffa from scratch.” 


l SSSk Nile effluence law 


IF YOU want to go to pa rad is e , 
warns the Book of the Dead, 
an ancient guide to the after- 
life, do not pollute the Nile. 

How much pity ancient 
Egyptians would feel ftw their 
descendants! Over 66m cubic 
metres of industrial effluence 
spews Into the river each year. 
State subsidies on fertilisers 
and pesticides lead to overuse, 
so that chemical run-off from 
irrigation poisons the Nile. 
Year by year, less fish is 
caught; less is fit for human 

eftnTrnnpt t fl "- 

In much of the crowded 
Egyptian coun tr ysi de there is 
no means to dispose of solid 
waste. Plastic bags, used tyres 
and animal carcasses clog 
waterways used for washing 
and drinking as well as far 


POLLUTION 


may be an outcry.” 

Earlier this year, Just such 
an outcry occurred. Egypt's 


normally sleepy parliament 
sharply ecoldea the miwi a fa w of 


scarcely enforced 


Irrigation and drainage. 
Impure water and endemic bil- 
handa has poshed the rate of 
kidney feflnre to double the 
world average. 

“At the village level, Egyp- 
tians do not live in harmony 
with their environment,” 
laments a western aid winker. 
Dr Mohsen Tawflq, dean of 
environmental studies at 
Cairo's Ain Shams University 
pvpteh™ that development has 
too rapidly outpaced tradi- 
tional ways of life. “Popula- 
tion growth and economic 
growth have been out of bal- 
ance, and this leads to abuse 
of resources,” he says simply. 

But in Egypt’s case, environ- 
mental troubles typical of 
Industrialising countries are 
compounded by a legacy of 


eastern European aid. The 
heaviest industries were bnflt 
with little regard for environ- 
mental impact during Egypt’s 
flirtation with socialism In the 
1960a. Although much of their 
plant has now been replaced, 
state-owned factories still 
account for an estimated 85 
per cent of industrial dis- 
charge into the Nile. 

Legal HmttB on river pollu- 
tion are routinely flouted. 
“The law is almost too good,” 
says 91s Jane Totxsel of the 
Canadian international devel- 
opment agency, which has 
concentrated its work in Egypt 
on the Nile. “Very high efflu- 
ent standards are supposed to 
be enforced by the ministry of 
public works. But there is no 
staff, no budget and no politi- 
cal wUl to suDooxt that" 1 

But like many of Egypt's 
environmentalists. Dr Tawflq 
insists that the Nile Itself, 
while badly polluted, is not in 
real danger. Among a host of 
problems Including water 
seepage into ancient monu- 
ments, air and mdse pollution 
in Cairo, and oflspllls and 
tourist development along the 
Bed Sea coast, Egypt's “most 


pressing environmental con- 
cern”, as Dr Tawflq sees it, 
should be land use. 

A h undred years ago there 
was half an acre of fertile land 
for every Egyptian. Today, 
despite mice decades of stren- 
uous and largely successful 
dflin rf u to reclaim desert 
flia individual share aumi 
to %th of an acre. 

Legislation has long forirfd- 
jon hniMfng mt prim* agricul- 
tural land, but a corrupt and 
hwWrfwrf bureaucracy so 


sharply scolded the mtt ria h w of 
public works far using poten- 
tially harmful herbicides to 
control the spread of 
K yurintht that bw** canals. 
The nractice hn» h—M stoooed. 

Environmentalists have 
chalked np other successes. 
Filters have been Installed in 
wwnffi t plenty nfa r Cairo that 
used to blow a tenth of their 
output into the air. NOe-sWe 
sugar refineries have con- 
verted some waste to produc- 
tive use in <w*Mwg bricks. 
Cairo buses now direct their 
aiimi n i i a upwards lather than 


into the ft wra of passers-by. 
The government Itself is 


fa r been bieanahle of solving 
the problem. Of Egypt’s 7.4m 


the problem. Of Egypt’s 7.4m 
arable acres, up to feMMO acres 
is thought to be lost to urban 
expansion every year. 

Ail tH« may soon change. 
Concern for the wmi wun iwnt 
has been growing by leaps and 
bounds. In i960 a group of sci- 
entists founded a (keen Party. 
For those who want to stay 
out of polities, the Central 
Association for Protection of 

the Rw « I rr ui TTumt h mpigwl tn 

lobbying the government and 
attracting foreign aid far envl- 
nmmantal projects. 

Ten years ago. Dr Tawflq 
recalls, “yon could cut down 
any tree in Egypt Now there 


The government Itself is 

«tirrtn | jlttp Wm much 

aHH H mil hraA of the Egyptian 
Environmental Affairs 
Agency, once a director of 

ftemlw l yirhw rf ffi ye h , Ha« 

been replaced. National porks 
and wildlife sanctuaries have 

h ra n and CQnttbls 

pl aced on the shooting of 
birds* 

More significantly for 
Egypt's future, e nvironme ntal 
lasnes have beat introduced at 
all levels of the school curricu- 
lum. Dr Tawflq has even 
organised seminars for Mos- 
lem preachers to famtHari— 
Him with i wTwiT w i imawfal arm. 

cepts In Islam. B may be that 
the Egyptians’ afterlife is 
secure after alL 


Max Rodonbeck 




YASMINA MEANS BUSINESS 


The Only Indigenous Company that Manufactures Cosmetics in the Middle East 


Cosmetics & Perfumes 








Fashion 

Haute Couture Fashion Design to Export 



Dehydrated Food & Essential Oils 


Yasmina 

Head OfTice: 21, Guiza Street, Guiza. 

Tel: 727722 - 727270 Fax: 727288 Telex: 20640 MAGDA UN 


Factory: Zawait Abu-Mosalam, Shabramant, Guiza. 

Tel: 536222 - 536333 - 539732 Fax: 535700 Telex: 93958 MEDSA UN 
Cable: MAJOUDA CAIRO 


THE STRUGGLE by Egypt’s 
farmers to keep pace with the 
relentless increase in. the 
demand for food from the 
country’s gro wi ng population 
is still being lost, but by a 
lesser margin. The 35 per cent 
of the total labour force 
employed in agriculture works 
on just 3 per cent cf the culti- 
vable land area, to produce 17 
per cent of gross domestic 
product and just 40 per cent of 
overall »nmmi food require- 
ments. 

The resulting food import 
bill of close to $4bn a year 
explains in large part Egypt’s 
persistent balance of payments 
woes and foreign debt Of all 
the various structural chang e 
sought fa the economy, freeing 
the agricultural sector from 
official constraints remains 
one of the most critical. 

Progress has been made and 
much more is promised by offi- 
cials of the Ministry of Agricul- 
ture and Land Reclamation, 
some of whom see themselves 
as bong In the vanguard of the 
economic reform movement 
Certainly more b ag haan dnna 
in the past five years to reduce 
controls than in any other sec- 
tor of the economy. Cotton, 
sugar cane and part of the rice 
crop are still subject to official 
diktat but most other crops 
have escaped from the previ- 
ous norm of fixed production 
quotas, officially controlled 
prices and g pym n ment fl ^ npn- 
turn of fertilisers. 

Some benefits are beginning 
to be felt During 1990 agricul- 
tural output increased by 
about 8 per cent largely as a 
result of farmers fairing advan- 
tage of new incentives for 
wheat (Egypt has the largest 
per capita cons umption in tha 
world} and p ushing production 
up by nearly a third. Ill the 
past four years wheat produc- 
tion has climbed from L8m to 
A sm tons and there are hopes 
for 5m tons this year. This 
could lead to a slightly reduced 





Farmers take cut sugar cam to tha railway for t ransp ortation to a proce ssi ng factory 


Roger Matthews looks at the agricultural sector 


Controls start bitina the dust 


level of import requirements. 

The rice crop also benefited 
and output last year was a 
re cord 3 .1m tons. Further 
improvements to ir ri ga ti on and 
to government incentives are 
likely to produce a crop of 3m 
tons or more in the current 
year. Officials expect another 
reduction in the government's 
procurement quota in 1991 
which could leave up to 500,000 
tons of rice available for export 


by the private sector. 

Encouraging though these 
indicators are, there is still 
SedOUS ninHwn among Egypt’s 
foreign advisers that narrow 
sectoral successes should not 
be viewed as a substitute for 
an overall agricultural policy. 
For instance, some 30 per cent 
of arable land is devoted to 
producing clover for animal 
feed. By comparison, cotton, 
sugar cane and rice are p fanfarf 
on just 25 per cent of the ara- 
ble land 

The decline of the cotton 
industry ha* been on« of the 
most depressing aspects of the 
Egyptian economy In the past 
20 years. Egypt is one cf the 
world’s biggest producers of 
high quality long and extra 
long staple cotton which has 
been one of the country's con- 
sistently biggest export earn- 
ers. Not only has the acreage 
devoted to cotton decreased 
steadily, but so h as the propor- 
tion of the crop given over to 
tha prtwninm grades. 

Cotton output fell sharply in 
the early 1970s and in the past 
decade dropped a further 40 
par cent Government efforts to 


raise production by introduc- 
ing new farming practices but 
only very modest pricing 
changes have had little affect 
Many farmers reportedly prefer 
to pay tiie flues imposed for 
not fulfilling their acreage 
requirement and to fond the 
outlay through growing more 
profitable cash crops. 

Officials say that farmers' 
this year win receive same 60 
per cent of the international 
price for cotton, with the per- 
centage increasing in the years 
ahead. Whether the impact will 
be enough to check the steady 
growth in cotton imparts from 
the US needed to supply local 
industry must remain doubt- 
ful 

Almost as doubtful is the 
wisdom of allocating scarce 
financial resources to land rec- 
lamation programmes, espe- 
cially when prime agricultural 
land is still being built on 
despite legislation which is 
supposed to prevent further 
encroachment. Yields from 
reclaimed land too often fail to 
provide a reasonable return on 
investment and moves towards 
privatising some of these pro- 


ON-DEMAND BUSINESS 
INFORMATION 


One telephone call can put you in toudi with: 


MISR ROMANIAN BANK SJ^E. 
CAIRO, EGYPT 


- 20 expert business researchers 


Shareholders arc the following banks: 


- Over 1,000 online databases 


- The resources of the Financial Times 
Library 


Egypt 

- Banque Misr, Cabo 
51% of-Cqrital 


Our researchers at the Financial Times Business 
Research Centre have the expertise and vast 
resources to solve your information needs quickly 
and comprehensively. 


Romania 

- Romanian Bank for Foreign 
Trade, Bucharest 19% of Capital 

- Agriculture Bank, Bucharest 
15% of Capital 

- Romanian Brak for Develo pm e n t 
Bucharest 15% of Capital 


* Authorised and paid - up capital: 
US$ 10 xmlHon. 


By calling the ad hoc service and speaking to one of 
our researchers we can provide you with information 
on: 


* Date ofEstablishemcnt: 

May 1977, under the Egyptian Law No. 43/1974. 


• Companies 


Industries 


Statistics 


Markets 


* The bank is carrying oat all banking transactions 
and has correspondents all over the world 


• Biographies 


• Current Affairs 


Everything from single statistics to in-depth reports 
can be obtained by simply quoting your credit card 
number. 


* Head Office and Main Branch: 

15, Abu El foda Street, Zamalek, Cairo 
P.O. Box 35 Zamalek, Cairo 
Telex: 93653 - 20058 - 23411 - 21573 MRB UN 
Fax: 3420481 

Tel 3418045 - 3414081 - 3403292 - 3402795 
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jects have bean welcomed by 
foreign agricultural experts. 
Most experts appear to have 
concluded reclaimed land 
is. suitable primarily for high 
value cash crops such as citrus 
fruit and certain vegetables, 
and even then may require sev- 
eral years cartful management 
before capital outlays are 
-recovered. ■ - 

Government bureaucracy 
remains an additional Impedi- 
ment to private sector invest- 
ment, both in terms of 
approval mid on such vital 
issues as the. provision of suffi- 
cient water, opening an irriga- 
tion channel from an e asting 
water supply can be an 
extraordinarily lengthy process 
and several smaller investors 
with inadequate funding have 
been frustrated in a way which 
larger companies, sometimes 
backed by Gulf funds, have 
been able to avoid. 

Perhaps one of the more 
encouraging indicators for 
Egypt's farmers would be a 
reduction in the total payroll of 
tiie Ministry erf Agriculture and 
Land Reclamation, said by 
some officials to exceed 450,000. 
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Tony Walker looks at oil prospects for foreign companies 

It’s tough in frontier areas 


WHEN Mr Abdel HadtQamffl, 
Egypt's - . long-serving oil 
supremo; . was abruptly 
replaced as petodeum minister 
last month, many for ei g n oil 
company representatives 
breathed sighs of relief. . . 

Mr Qandu* who had served 
as head untfl.-1987. of the Egyp- 
tian General petraleam Corpo- 
ration, the state. ail company, 
and corcurrentiy- as. minister, 
was regarded by the industry." 
as an unpredictable and 
intensely politfofll master. 

Under his stewardship, for- 
eign oil companies were left in 
no doubt that their first, aud it _ 
seemed to some, sole task was 
to serve Egypt. Representa- 
tives claimed that the working 
environment proved a drag on 
exploration and development. 

Mr QandJTa replacement, Mr 
Hamdi al-Banbi, - the former 
EGPC chairman, is regarded 
more favourably by the indus- 
try, although Egypt is certain 
to continue: to. be a testing, 
place in which' to operate.. 
Egypt’s terms for foreign par- 
ticipation in the devetopment 
of its oil reserves, are among 
the worid’s- toughest. 

The exploration industry 
wants greater flexibility on 
profit sharing and cost recov- 
ery to encounge investment in 
“frontier 1 * areas such as the far 
western .-desert an iheXlbyan 
border,- along the Red Sea 
fiOUth nf Hnr ghaita and in tiie 
SmoLr.fi would also tike a less - 
bureaucratic environment 
where relatively minor. proh- 
Jems can sometimes take-days - 
and weeks to resolve. •■■■ ■. 

*Tm. confident that if toms 
are improved, and if foreign 
companies are treated as part- 
ners and not. as contractors, 
then business will look up,” 


says the chief executive of a 
large foreign company with 
extensive exploration, produc- 
tion and distribution interests' 
in Egypt ... 

Mr Banbi takes over as min- 
ister at a relatively propitious 
moment... Oil .prices have 
remained fairly stable since 
the end of the Gulf conflict 
and well above levels prevail- 
ing a- year ago. Fresh discov- 
eries. especially a promising 
find by British Gas in theGuif 
of Suez, suggest that Egypt 
will continue to he a net 

Egypt could bo a net . 

exporter beyond the 
year 2000 : 

exporter well past the year 
2000, confounding persistent 
predictions that rest-growing 
domestic demand would wipe - 
out surpluses by the end of the 
cehtnry. 

British Gas officials are coy 
about details of their Gulf of 
.Suez discovery, but they con- 
cede that their consortium 
-wtth.Takong of South Korea 
and Union Pacific Petroleum 
Suez of the US may well have 
made the largest oil find in 
Egyptstace the early 1960s. 

. R e serves fa the consortium’s 
241*000 acre North Zafarana 
concession in the northern 
Gulf of Suez may «m>w l 50m 
barrels and could range as 
high as '250m, which would 
make it a sizeable find by 
Egyptian afatiriania 

British Gas announced the 
discovery last December, 
reporting a cumulative flow 
rate of 7,500 barrels a day. An 
appraisal wen iWiM in Febru- 
ary about a kilometre from the 


discovery well showed a flow 
rate of 10,000 barrels. 

The consortium plans a sec- 
ond appraisal well in July, but 
in the meantime has been 
engaged in drilling several 
“wfldcat” boles in an effort to 
establish the Hwiffrg of the field. 

Mr Hugh Bfifier, chief execu- 
tive of British Gas in E&ypt, 
said that what made the Ninth 
Zafarana find potentially 
important' was that it was 
about 50 kilometres north of 
the nearest large fields In an 
area that geologists had tended 
to say was “nan-prospective." 

"The feet that this find is so 
for north could be really great 
for Egypt," says Mr Milter. But 
be adds: "The Gulf of Suez is 
very complex ge olog ic ally, so 
yon lave to be careful hers not 
to count your chickens.” 

The past year has been rela- 
tively slow for the oil sector, 
attributable in part, according 
to indnstry representatives, to 
infighting in Egypt’s oil 
bureaucracy as Mr Qandil 
sought to shore up ids defences 
against pressures that were 
building tor Vs removal as cdl 
minister. 

The Gulf crisis also slowed 
development as parliament 
was In recess for most of the 
conflict Sane of the 14 or so 
exploration agreements signed 
in 1990 are in the process of 
securing parliamentary 


Companies are implementing 
gome 50 nwiniwrinn agpHwnaw fat 

concluded in 1988-89. Dominat- 
ing that bid round were 
Amoco, which accounts for 
about half Egypt’s ofi produc- 
tion through its Gupco joint 
v e nt ure ; Shell which is devel- 
oping a more aggressive pres- 
ence in Egypt led by Mr Tarek 


Heggy, its president; Agip 
through its local subsidiary 
IE0C; and Area 

Amoco won large conces- 
sions in north-west Egypt on 
the Libyan border and in the 
Sinai where there has been vir- 
tually no exploration. Shell is 
exploring onshore in the west- 
ern desert and offshore in the 
Mediterranean west of Alexan- 
dria. £EOC has focused its 
activities in the Delta; Arco 
has two blocks in the western 
desert adjacent to. Amoco’s 
near the Libyan border. 

As the Gulf of Suez, which 
accounts for 90 per cent of 
Egypt's production of some 
870,000 b/d, continues to 
mature, more emphasis is 
being given to exploring “fron- 
tier” areas such as those on 
the Libyan border. 

The industry pinpoints four 
such regions: Egypt’s for west- 
ern desert; the Sinai; Upper 
Egypt towards Aswan and the 
TTf gh Dam; And offshore areas 
south of Hurghada in the Red 

Son British Petrole um is one 

of tiie companies striking out 
into new “frontier” zones. It 
pTanq to explore across a wide 
area fr om Luxor in the north 
to Aswan in the south. 

A sign of “buyer resistance” 
among oil to tough 

exploration and development 
terms in Egypt was the disap- 
pointing response last year to 
EGPC's offerings in the eastern 
Nile Delta (offehora) and North 
Sinai (onshore and offshore). 
There were only three appli- 
cants for the six areas offered 
in the first of two bid rounds. 

Agreements between EGPC 
and foreign companies, with 
small variations, follow a wen- 
established formula that pro- 
vides for cost recovery of 


Banbi seeks more exploration 


MR Hamdi al-BanM, Egypt's 
new oil minister, sees his main 
task as encouraging much 
increased exploration activity 
in Egypt, and also to push 
ahead firmly with plans to 
exploit the country’s gas 
reserves, writes Timy Walker. 

In a clear pitch, for addi- 
tional investment by foreign 
companies in Egypt, Mr Banin, 
who was appointed minister in 


May, says: “I would like to see 
the pace of exploration 
increase significantly.” 

But in response to cr i ti cism 
by foreign oil company repre- 
sentatives that Egypt's to™ 
were proving a disincentive, 
Mr Banin replies: “They say it 
is too tough. In our n pfahwi , tt 
is tor . J the fan-mu are fangh 
and you accept them, yon get 
in return stability, honesty 
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and our commitment to our 

The new minister adds, how- 
ever, that ultimately each new 
exploration . and production 
agreement is a matter for 
negotiation. “We look at what 
the constraints are and at the 
end of tiie day we agree,” he 
declares. 

In line with Ids desire to 
foster enhanced exploration 
and production activity, Mr 
fianhi’s priorities are: 

*We would definitely 
let production go up* . 
says the minister 

■to extend Egypt’s proven gas 
reserves from the present 
figure of li-ll trillion cuHc 
feet to a target of 27 tef to 
assure adequate domestic sup- 
plies, tiros freeing additional 
liquid hydrocarbons for 
export. (A new “gas danse” in 
exploration ’and production 
a greem ents has provided an 
incentive where none existed 
before to oil companies to 
search for and exploit gas 
deposits). 

■to attract fresh investment 
to the downstream petrochem- 
ical sector In an effort to cor- 


rect Egypt’s lack of self-suffi- 
ciency in certain petrochemi- 
cal products. 

■ to encourage pr ivate sector 
investment in distribution 
companies, with the strong 
podriUtf that state-run com- 
panies would be put on the 
market 

Mr Banbi says he is anxious 
to press ahead with new Hd 
rounds for -frontier” areas 
such as the Bed Sea south of 
Hurghada. Be expects to offer 
substantial acreage by the end 
of the year in this area, which 
he describes as having “good 
potential”. 

The new minister has been 
much encouraged by British 
Gas's recent Gulf of Suez 
discovery. He says that this 
has led to stron g rene wed 
interest in open acreage sur- 
rounding the new North Znfer- 
ana find. 

Mr BanU says Egypt, with 
proven afl and gas reserves of 
6bn barrels, plans to hold pro- 
duction at the p re sent level of 
870JJ00 b/d fra- the time bring. 
“For the very near future we 
do not expect production to 
increase,” he says, “but if peo- 
ple put more effort into explo- 
ration and development we 
would definitely let production 
go up." 


exploration and development 
expenditures at a rate of 20 par 
cent annually, involving the 
allocation of between 20 and 40 
per cent of production for this 
purpose. Oil remaining after 
cost recovery and operating 
costs (profit ail) is shared on 
an 80-20 per cent basis. 

Staffs Mr Heggy argues that 
for “frontier" areas these terms 
are much too tough. He points 
out that the rules of the game 
were established in the early 
1980s when oil prices were 
“US$35 and above. 

“I believe that EGPC haa to 
allow longer exploration peri- 
ods,” he says. “It must permit 
foreign companies to share 
excess cost recovery crude ail 
(at present all proceeds above 
agreed cost recovery share go 
to EGPC); and it should make 
profit oil terms more favoura- 
ble for foreign companies, espe- 
cially in frontier areas." 

While foreign companies 
grumble about concession 
terms and problems with 
Egypt's bureaucracy, represen- 
tatives have been encouraged 
by the IMF-World Bank 
reforms and the promise of the 
further liberalisation of the pri- 
vate sector. 

Mr David Work, chief execu- 
tive of Amoco, believes that 
one of the effects of liberalisa- 
tion will be to improve the oil 
service sector by introducing a 
greater degree of competition. 
Foreign oil companies are also 
benefiting significantly from 
exchange rate reforms which 
brought the official dol- 
lar/pound rate dose to that of 
the open market 

Previously, oil companies 
were obliged to fond their local 
activities at penal cost because 
of the wide gap between tiie 
low central bank rate and the 
free market Aa an oil execu- 
tive said: “This has brought 
about measurable savings. We 
are now getting a lot more 
pounds for our dollars.” 

Another positive develop- 
ment in the past year, as for as 
foreign companies are con- 
cerned, is that EGPC has 
become much more market- 
sensitive In its pricing policies. 
In the fourth quarter of 1990, 
EGPC moved to daily pricing 
in place of setting prices on a 
bi-monthly basis. 

Inevitably, in a volatile mar- 
ket disputes would arise 
between foreign companies and 
EGPC ova* the rate at which to 
calculate the share of profit 
and cost recovery oiL At 
EGPC, Mr Banbi was credited 
with introducing a greater 
degree of predictability in pric- 
ing arrangements. That is not 
the least of the reasons why 
his elevation to oil minister 
has been broadly welcomed. 


POPULATION 


Beat the birth clock 


ONE OF the most popular 
features on Egyptian television 
is “Dr Karima” who dispenses 
birth control advice. 

Her message seems to be get- 
ting through. According to 
health workers, women all 
over Egypt are visiting clinics 
and asking for "Dr Karima." 

At the same time official sta- 
tistics indicate that the birth 
rate is dropping fairly quickly 
towards the target set by the 
government of 21 per thou- 
sand. in 1985 the rate of 
increase was 30.4 per thousand. 
By 1989. the latest figure avail- 
able, it had dropped to 25.2 per 
thousand, although foreign aid 
workers express some scepti- 
cism about the latter statistics. 

But there is no doubt that a 
combination of a better-funded 
and organised education and a 
publicity campaign at grass- 
roots level plus increased eco- 
nomic pressures have per- 
suaded Egyptians to curtail the 
Size Of their famili es, uow 
down to an average of about 
4.3 children compared with 
seven children 20 years ago. 

But the feet remains that 
with improved health care 
mortality rates are felling rap- 
idly and Egypt, whose popula- 
tion nOW atanris at 55m, gains 
an additional lm mouths to 
feed every eight months. The 
population is projected to 
reach 70m by the turn of the 
century, more than doubling 
numbers at the time of the 1976 
census when the population 
was 33m. 

In its efforts to alert people 
to the dangers of the popula- 
tion explosion, the government 
has tried a number of creative 
approaches. Some have 
worked, but others have been 
ridiculed in a country where 
humour is very much part of 
everyday life. A few years ago 
every newscast cm state-owned 
television showed a “popula- 
tion clock" that would tick off 
new births. Yet this was 
dropped after a few months 
when the ticking dock became 
something of a joke. A newspa- 
per cartoonist drew the dock 
Itself as having become preg- 
nant. 

The “Dr Karima” campaign 
relies on everyday situations 
involving contacts with her 
“patients” to get the message 
across that it is better for all 
concerned for families to be 
smaller. For eampie, the cam- 
paign puts emphasis on the 


need to give mothers more 
time to recover from childbirth 
for the sake of their health and 
that of their babies. 

Women resist pressure to 
lim^ the size of their families 
for various reasons, i ncl u d in g 
religions beliefs, tradition and 

ignorance. A 1980 survey 
among women of childbearing 
age found that 53 per emit did 
not want any more c hi l dren , 
bat only 24 per cent of those 
women were practising contra- 
ception. 

Support for the government 

Thirty per cent of 
marriages Involve 
girls under 16 

has come recently from the 
mufti (the highest religious 
authority in Egypt) ana the 
religious institution of A1 
Azhar. Both endorsed family 
planning and said that tt did 
not contradict Koranic injunc- 
tions. yet hardline Moslems 
and independent preachers still 
regard contraception as sinfuL 

Militonts struck only last 
month when they stabbed to 
death two brothers who were 
engaged in promoting birth 
control In their home area near 
the upper Egyptian town of 
Qena. The Ministry of Interior 
blamed the stabbings on the 
extremist A1 Jihad organisa- 
tion. 

Publications controlled by 
the religious right are also 
responsible for disinformation 
aimed at undermining the 
birth control programme. In 
1988 the Islamic A1 Naur news- 
paper attacked a family plan- 
ning programme sponsored by 
the United States Agency for 
International Development 
(USAID), claiming that it was a 
scheme mounted by American 
Jews to limit the number of 
Arabs. 

T oca l preachers and imams 
(religious teachers) have con- 
stituted another obstacle to the 
family planning programme. 
Health workers dte the recent 
case of the woman who 
returned to the clinic two days 
after havin g an inter-uterine 
device fiOD) fitted to ask for It 
to be removed. The reason, as 
she explained, was that the 
imam of the local mosque had 
told everyone that family plan- 
ning was forbidden by Islam 
The wife said she risked being 


“thrown Into the street” by her 
husband if she did not have 
the JUD removed immediately. 

The population problem sur- 
faces constantly in Egypt, per- 
meating discussion about 
unemployment, food shortages, 
subsidies, budget deficits, 
bread queues and price rises. 
President Mubarak ceaselessly 
addresses the Issue. “We must 
all work together," he says. 
“One hand cannot clap alone ... 
people must organise them- 
selves." 

The issue of family size 
became a hot one recently 
when an opposition newspaper 
reported on its front page the 
case of an “Egyptian citizen" 
with a large family who had 
committed suicide after falling 
to make en ds meet due to the 
recent IMF-inspired price rises. 
Mr Salah Muntasser. editor of 
the semi-official October maga- 
zine. asked why should a man 
with limited income have 
seven children? 

This man would not have 
resorted to suicide, Mr Muntas- 
ser concluded. If be bad had 
only two or three mouths to 
feed. “The issue is not the case 
of an individual citizen, but it 
is the case of a whole people," 
he commented while describ- 
ing the burdens on the country 
brought about by the massive 
increase in the number of 
Egyptians in the past two 
decades. 

Population experts believe 
that family planning efforts 
should be backed by attempts 
to enforce laws prohibiting 
marriage of girls under 16. for 
example. Thirty per cent of 
marriages involve under-age 
girls. Effort, these experts say. 
should also be directed at 
applying the law prohibiting 
children under 15 working, u 
this regulation was strictly 
ap piiari , famiiif-a especially in 
rural areas, who regard chil- 
dren as a source of income, 
might be encouraged to see 
thing s differently. 

Egyptian newspapers, in 
their efforts to draw attention 
to the “population bomb”, 
sometimes seem to try to outdo 
each other in dire warnings 
about the dangers. “By the 
turn of the century the day 
will come.” commented one 
Egyptian journalist recently, 
“when Egyptians will begin to 
devour each other.” 

Sfiahira Idris 
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POWER 


Higher prices bring 
an air of frugality 


THE EVIDENCE is anecdotal, but it seems 
that higher electricity prices are at last 
obliging Egyptian users to be more frugal 
Guests at Egyptian hotels report that staff 
now turn off air conditioners during the 
day when rooms are unoccupied. 

in the past, extremely low electricity 
tariffs by international standards for indi- 
viduals and enterprises meant that very 
little attention was paid to conservation. 

Now that Egypt has embarked on a con- 
certed programme of IMF and World Bank- 
inspired reforms, including sharp 
increases In electricity prices, more care is 
being taken with energy use. 

Under pressure from international lend- 
ing institutions Egypt has pledged to bring 
electricity prices up to the so-called 
“long-range marginal cost" (LRMO - the 
internationally recognised standard - by 
June 1995. 

According to Mr Said lssa, chairman of 
the Egyptian Electricity Authority (EEA). 
the “weighted average" of electricity costs 
rose from 47 per cent of the LRMC in 1990 
to 59 per cent this year, and will reach 70 
per cent in 1992. 

These steps are leading to dramatic 
price rises for public sector companies 
which had long benefited from electricity 
subsidies that cost Egypt the equivalent of 
about US$2bn a year. 

While Egypt is beginning to charge 
large users such as the Nag Hammadi alu- 
minium smelter in Upper Egypt a more 
realistic price for energy, it is continuing 
to subsidise the cost of the electricity for 
the poor. 

It has established 10 categories for 
domestic consumers, beginning with subsi- 
dised rates for those who use around 100 
kilowatts a month. This accounts for 
about 65-70 per cent of people. The scale 
rises abruptly for bigger domestic consum- 
ers. 

If Egypt keeps its nerve and continues 
to pursue energy price reform, then the 
day may not be too far distant when the 
EEA is in a position to self-finance 
improvements to the system, instead of 
relying so heavily on grants and conces- 
sions from aid donors and international 
lending institutions. 

Price increases have been accompanied 
by impressive progress towards creating a 
generating reserve of 15 to 20 per cent of 
peak demand. With this “strategic 
reserve" in hand, the EEA, while continu- 
ing to add to capacity, is also giving more 
attention to efficiency and performance. 

It has achieved marked success in this 
already, reducing the fuel consumption of 
its plants from about 346 grammes of fuel 
per kilowatt hour to an average of 280 
grammes/kWh. 

This efficiency level has been achieved 
in part by the rehabilitation of older power 
plants, some of which were on the verge of 
being decommissioned. 


The EEA has also made progress in 
reducing transmission losses through the 
installation of “compensators”. According 
to Mr lssa. losses have come down from 19 
to 14 per cent, against international stan- 
dards of 10-11 per cent 

Other conservation measures aimed at 
rationalising investment in the power sec- 
tor include much Improved management 
of electricity distribution to keep bulk 
loads out of periods of peak demand. 

A foreign expert who has spent many 
years advising the EEA, says Egypt's 
power sector is “probably in better shape 
than it has ever been with much of rts 
equipment modern and efficient, a good 
transmission system and with a reserve 
that allows plenty of scope for mainte- 
nance.” 

In the past 10 years, in something of a 
crash programme Egypt has added 7,000 
megawatts to its installed capacity, taking 
the total to 10.938MW. It plans to add 
another 64XJ0MW by the end of this cen- 
tury, including another 1.000MW of fuel- 
conserving combined cycle power genera- 
tion to add to the 1,500 already installed. 

Egypt's electricity output is expected to 
grow at about 6 per cent a year till the end 
of the century, compared with growth in 
peak demand of some 5 per cent This is a 
slower rate of growth than in the past 
decade when annual increases ranged up 
to 12-16 per naut 

In the past year Egypt completed two 


large projects. It added 330MW to capacity 
at the Abu Qir power station on the coast, 
west of Alexandria and 330MW at Daman- 
hour in the Delta. 

Flans for the next 12 mouths include the 
commissioning of a 400MW combined cycle 
plant at Damietta on the coast east of 
Alexandria and the rehabilitation of an old 
Russian plant at Suez that will add 185MW 
to capacity. 

If there is a cloud on the horizon for the 
Egyptian power sector, it 1$ that waters in 
the Aswan High Dam have again fallen 
close to the critical 165 metres above sea 
level point where it is likely that by the 
end of next month generating capacity of 
the giant turbines wffl be affected. 

This recalls the problems of the wM to 
late- 1960s when persistent drought In 
Ethiopia, the Nile's main catchment area, 
forced a drastic reduction in power gener- 
ated by the High Dam turbines, but Egypt 
with its additional capacity Is now In a 
much better position to cope with reduced 
High Dam output. 

In Us efforts to make Egypt's power sys- 
tem more efficient »nd less threatening 
environmentally, the EEA has converted 
all its plants to dual gas and oil-fired. But 
relatively slow progress in developing 
Egypt's gas grid means that several plants 
are not yet receiving gas. 

One of the EEA’s aims is to reduce oil 
usage, leaving more to be exported. In 1990 
the power sector used &3m tons of oil or 16 
per cent of total production. 

In its quest for greater efficiency, the 
EEA is also decentralising its manage- 
ment, splitting up its vast Upper Egypt 
and Delta zones into two. “They're doing 
everything right," says the foreign power 
expert 

“They know where they want to go. 
They have good plans and a dedicated 


Tony Walker 


European energy link 


MB Maher Abaza, Egypt’s minister for 
electricity, could never be accused of 

tlitnM-ng small. Hk dream Is to Unlr Egypt 

with Europe's power grid In two ambi- 
tious schemes, one of which is under way. 

Early this month, Egypt and Syria 
signed a protocol that would advance 
Egypt's plans to Join its power grid with 
that of Jordan, Syria and Turkey, eventu- 
ally 1 miring up with the unified power 
system iff Europe. 

His other dream Is to tap into Zaire’s 
vast hydro-power reserves of some 50,000 
megawatts in a triangular grid that would 
join Zaire with Egypt and Morocco, to be 
linked in turn with Europe - a scheme 
that he estimates would take 20-25 years. 

In spite iff the sceptics, he has no doubt 
that toe Zairean proposal is feasible. He 
says be has persuaded the African Devel- 
opment Bank to put up $10m for a pre-fea- 
sibility study. 

“It would be an opportunity for Africa 
to transmit power to Europe that it could 
not itself utilise for the next 200 years,” 
he says. “Europe could use this source 
instead of building nuclear facilities or 
power stations that cause pollution.” 

For toe time being, Mr Abaza Is devot- 


ing most attention to bringing about the 
first leg of his ambitious programme. 
Under a 5150m loan from the Arab Fund 
preliminary work is proceeding on estab- 
lishing a link under the Gulf of Aqaba 
with Jordan. He hopes that a Cairo- Am- 

Tniin .n nmiK i’nB.l rinn hnl liwlr can be 

effected in three to five years at a total 
cost of about 9300m. 

The minister has reached agreement 
with his Libyan counterpart to join 
Egypt's 500-kilovolt system with ZJbya’s 
400KV system. This, in turn, would be 
joined with Tunis to give the option of 
transmitting power across the Mediterra- 
nean from Tunis to Sicily and on to toe 
Italian mainland 

Mr Abaza is interested in a less conven- 
tional form of energy and is pressing 
ahead, helped by a Danish grant, with 
investigations into the feasibility of estab- 
lishing “wlndfarm s” hi the Red Sea area. 

Solar energy Is another power source 
that is engaging his attention, but Mr 
Abaza concedes that the relatively high 
costs of solar power mean that It is not 
yet feasible as a substitute for other forms 
iff energy except for small-scale use. 

Tony Walker 


THIS YEAR can already be 
written off as a disaster for 
Egypt’s tourism industry. 
Although there are indications 
that arrivals are beginning to 
pick up again, it is likely to be 
well into 1992 before anything 
like the growth patterns of the 
previous three years can be 
resumed for what has become 
Egypt's second largest earner 
of foreign currency. 

It is a measure of the setback 
that flf f jrfflis are finding com- 
fort in the latest figures which 
are said tcf show that the 
decline in arrivals compared 
with the previous year eased 
from 60 per cent in March to 43 
per cent in April. 

The impact of the slump in 
arrivals - caused by the fear 
that violence may spill over 
from the Gulf crisis — is all too 
visible. At Aswan, Luxor mid 
Cairo more than 100 Nile 
cruise boats are lying Idle. For 
those still working, operators 
have been forced to slash fares 
drastically in an effort to 
attract primarily local custom. 
With temperatures in Upper 
Egypt climbing towards the 
mid-40s. few ships can be 
expected to resume operations 
before the autumn and even 
then tk* weight of competition 
will continue to depress profit- 
ability. 

Hotels have been similarly 
affected, with those in Upper 
Egypt again suffering the most 
drastic falls in occupancy 
while a few in Cairo have been 
cushioned by a larger than 
usual increase in toe numbers 
of Gulf Arabs, especially from 
Kuwait Discounting Is again 
ubiquitous with, for example, 
the Winter Palace in Luxor 
advertising rooms for $36 a 
night with breakfast, and 
many Cairo hotels having cut 
their rates by half and offering 
a range cf other Incentives. 

In the 10 years since it first 
began to develop in the wake 
of toe peace treaty signed with 
Israel, Egypt’s tourist industry 
has been plagued by such set- 
backs. In 1985 it was the 
h ijacking of toe cruise whip the 
Achille Lauro. The following 
year riot police In Cairo went 
on the rampage, seriously dam- 
aging two hotels near the Giza 
pyramids. The industry had 
scarely begun to recover when 
US aircraft attacked targets in 
Libya, again provoking a 
stream of cancellations. 

Given the current instability 
to the Middle East and the like- 
lihood of outbreaks of violence 
elsewhere to the region, opera- 
tors and Investors In Egypt 
have to be prepared for further 
such occurrences. But they can 
at least take some comfort 
from the country's demon- 
strated ability to escape 
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THE TOURISM INDUSTRY 

Down but not 
out in Cairo 


long-term damage and from 
the economic reforms under 
way which have already made 
Egypt more attractive both to 
investor and visitor. 

Until the outbreak of the 
Gulf crisis officials had esti- 
mated that 1990 would have 
brought 3m tourists to Egypt 
for a total of 28m-29m nights, 
while earning the country 
dose to 53bn. This compared to 
1988 which had brought to 2m 
tourists, staying for 16m nights 
and spending glbn. That 
reflected the surge to Invest- 
ment which saw the number of 
hotel rooms rise by over 60 per 
cent over the two-year period. 
At the beginning erf 1990 there 


were more than 51,000 hotel 
rooms in Egypt, with a further 
10,000 under construction. 

The targets for the remain- 
der of the decade have not 
been affected by the < 
of the past 10 months, 
say they expect 4m tourists by 
1996 and 5m annually by the 
end of the century. This is 
based an a strategy which will 
increasingly seek to move 
away from promoting the 
country as one of the world's 
greatest archaeological sites 
and instead concentrate mi the 
well-tested international for- 
mula of sun, sea and sand, all 
of which it has in abundance. . 

Officials emphasise that 


Egypt enjoys 1,500km of Medi- 
terranean coastline and a fur- 
ther 1,200 km along the Red 
Sea. A decision has been taken 
to concentrate promotional and 
construction' efforts for the 
international market on the 
Red Sea area, while developing 
the Mediterranean coast more 
for focal tourism. The reason- 
ing is that the Red Sea climate 
provides for almost yeafTOttnd 
tourism, superb coral and div- 
ing and a more dis tinctiv e 
imag a, whereas the Mediterra- 
nean has a shorter season and 
suffers liar more from neigh- 
bouring competition. ■ - 
An Increase In charter 
nights direct to regional holi- 
day dwti patinns is helping to 
accelerate the process while 
often limited focal infrastruc- 
ture is being supplemented by 
those developers who aim to 
make their projects largely 
setf-sufBciart. 

The government’s commit- 
ment to liberalise the economy 
as part of the package of mea- 
sures agreed with the IMF and 
World Bank should be of par- 
ticular benefit to tourism. The 
slow and politically painful 
task of rolling back the public 
sector has already borne some 
fruit, with new life having 
been breathed back into a few 
of the older, grander hotels 
which had been historically 
such a vital ingredient of the 
Egyptian tourism scare. Egyp- 
tian nationals with large off- 
shore dollar deposits are also 
- beginning to Invest and Inter- 
est from the Gulf Is well-estab- 
lished. 

The unification of exchange 
rates which allowed the Egyp- 
n»n potmd to find its own level 
has helped to make the coun- 
tzy among the very cheapest 
for the visitor anywhere in the 
Med ite r ra nean - 

No longer are tourists forced 
on arrival to exchange $150 at 
an artificially low rate and no 
longer do they have to spend 
the succeeding days beating off 
the attentions of aggressive 
black-market money changers 
who used to gather around 
most hotels. 

There is plenty more that 
the Egyptian government can 
do to attract tourists, but the 
greater the industry’s success 
and the finanriai co n tribution 
it makes to the balance of pay- 
ments, the more emphatic 
nationally will be the impact of 
regional violence. 

Yet, while labour remains so 
inexpensive, the break-even 
point for many hotels is at 
such relatively low levels of 
occupancy that investors con- 
tinue to find the risks accept- 
able. 
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of The Arab African International 
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FOOD INDUSTRIES & HOUSEHOLD CHEMICALS 
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KATO Manufacturers and Exports a Wide Range of 
Chemicals, Cosmetics and Food Products 

* Distillation & Extraction of Essential Oils 

* Production of Aromatic Chemicals 

* Fragrance Compounding * Flavours Manufacturing 

* Seeds & Herbs * Spice Packaging 

* James & Juices * Pastas * Soups 

* Soaps & Detergents * Toiletries & Cosmetics 
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Mannesmann may 
bid for Davy 

Mannesmann. the German engineering group, 
emerged yesterday as one of the companies 
Interested in Davy Corporation, the UK’s larg- 
est Independent engineering contractor which 

lias effectively put itself up.for sale after heavy- 
losses on an oH’rlg conversion contract it 
refused to comment on speculation that it was 
about to launch a £l50m ($244m) bid for the - 
division. Page 18 

Comingtb grips with the dollar 

§ The US credit mar- 
kets have firmly 
focused their atten- 
tion on the G7 sum- 
mit in London in the 
hope that ministers 
might try to hold 
back the rising dol- 
lar. The US currency 
has risen 20 per cent 
against most of the 
leading currencies In 
the past six months 
and any .slowdown in 
- Ks advance would be 
welcomed by nations 
; trying to achieve 
. *s ‘ lower interest rates. 

• While foreign 
. exchange interven- 
tion tends, over the medium term, to be futile, . 
expectations of a temporary slowdown in the 
dollar's advance- could also deter foreign buy^ 
era of US government paper. Page 20 


Sevillana to consider takeover by Endesa 


Deadline on bid move 

— • The UK’s Takeover 

Panel is believed to 
Jja _ have set a deadline 
°f 5pm on Wednes- 
day for Oceana • 
Investment Corporation, the vehicle for the 
South African retailing family, the Lewises, to 
launch its long-awaited tl 21m ($l97m) hostile 
takeover bid for Etam, the UK fashion chain. 
Page 18 

New trading network proposed 

The Chicago Board of Trade has proposed a 
local electronic trading network designed to 
compete In such off-exchange cash market 
products ss swaps. Mr William O'Connor, .... 
CBOT chairman, said he aimed not only to pre- 
serve open outcry, or pit trading, but to expand 
member opportunities by creating a local area 
network of electronic hading for low-volume 
futures and non-futures products during the ‘ 
normal trading day. Page 19 


Market Statisti c s 

Base tenting rates - 77 

Euromarket turnover .21 

FT-A WtxM Iraflces 27 j 

FT/M3D hx bond twee . SS 
Foreign exchanges 77 

London recent issues 77 

London share sendee 77-79 


Managed twd service I3-Z7 
Money markets • .77 
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Nn Tokyo bond index 11. 

US money market rates 27 
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Ely Peter Bruce in Madrid 

THE TBNSB battle being fought 
by the big Spanish public sector 
electricity utility, Endesa, to gain 
control of its private sector rival, 
Sevillana, is likely to come to a 
head this week when the Sevil- 
lana board meets to consider a 
formal takeover offer from End- 
esa. / 

' Endesa is known to want 
between 30 per cent and 40 per 
cent of. Sevillana - enough to 
give it management control Any 
shareholding above 25 per cent 
would trigger a full bid. Endesa 


and Sevillana held talks last 
week aimed at finding formulas 
under which Se villana would not 
oppose a takeover offer. 

Thus this week's Sevillana 
board meeting - the exact day is 
not known - could prove a turn- 
ing point. If it decides not to 
accept a takeover bid from End- 
esa, It seems likely that Endesa 
would go ahead with a hostile 
offer. 

Sevillana has been under 
intense pressure to agree to some 
sort of controlling link with End- 


esa since April, when Spain's two 
largest utilities, Hidrola and Iber- 
duero, agreed to merge. That 
merger came in response to gov- 
ernment wishes that the Spanish 
electricity Industry rationalise 
itself into two or three big 
groups, from the present eight 
small operators, as a means of 
more comfortably accommodat- 
ing the big capital investment in 
plant needed by the industry. 

The government has made it 
clear that it wants Endesa to lead 
one of the enlarged groupings 


Brokers lose face, 
investors lose faith 

Stefan Wagstyl explains the latest Japanese scandal 


J apanese stockbrokers this 
week face their biggest crisis 
of confidence since last 
year’s Tokyo equity market 
crash. 

Admissions on Friday by 
Nomura Securities and Nikko 
Securities . two of Japan’s Big 
Four brokerages, that they 
bought memberships in a golf 
dub controlled by one of Japan's 
biggest gangster organisations, 
have undermined public confi- 
dence in the whole industry. The 
damage has been compounded by 
the companies’ confessions that 
they also compensated favoured 
clients for trading losses. 

There could be further shocks 
in store: over the weekend tax 
officials investigating the bro- 
kers' accounts told journalists 
they had information suggesting 
Daiwa Securities and Yamaichi 
Securities, the other two of the 
Big Four, also covered clients' 
losses. The total paid by the four 
companies in 1987-1991 was 
around Y65bn (5453m), far more 
than previously disclosed, offi- 
cials . indicated. 

The. revelations come as no 
. surprise, to .the-flnanoal commu- 
nity. It ia common knowledge 
that Tokyo brokers have compen- 
sated big clients. Daiwa and 
Yamaichi admitted as much last 
year, as have about 10 smaller 
brokerages. 

Even the confessions of rips ling 
with a company found to have 
links to a crime syndicate are 
scarcely revelatory. Criminals 
invest so much in the property 
and stock markets that the jus- 
tice ministry this mouth Issued a 
warning about gangsters invest- 
ing in legitimate businesses. 

Bringing these practices into 
the open is significant: in the 
short term it could drive inves- 
tors away from the market, par- 
ticularly private individuals who 
are furious at the brokers' behav- 
iour. In the long run the affair 
could encourage the authorities 


to crack the regulatory whip 
harder. 

To make amends, Nomura and 
Nikko have demoted staff and 
imposed pay cuts. Press reports 
suggest directors may resign If 
evidence suggests they blew 
what was happening. 

The disclosures suggest con- 
nections between big business 
and big crime are closer than 
Japanese companies would like 
to admit 

In the 1980s the explosion in 
prices In the stock and property 
markets brought honest and dis- 
honest people together in the sin- 
gle-minded pursuit of profit 

The scandal follows on from 
last year's Itoman affair, where 
two property speculators were 
accused of siphoning funds for 
their own use out or Itoman, an 
Osaka-based trading company 
and client of Sumitomo Bank. 

Nomura and Nikko admit their 
affiliates bought golf club mem- 
berships together worth Y4bn 
from a club controlled by Mr Sus- 
umu Ishii, who retired last year 
as the chairman of Inagawakai, 
one of Japan’s largest organisa- 
tions of yakuza, or gangsters. 

-like many other rich Japanese, 
Mr Ishii profited handsomely 
from the mid-1980s equity boom. 
However, as a yakuza chief be 
often used front companies in 
approaching banks and broker-, 
ages as a disguise. 

According to Nikko, in early 
1989 an executive of Iwama Coun- 
try Club, a golf club north of 
Tokyo, asked Nikko to buy Y2bn 
worth of golf dub memberships. 
Nikko admits that it knew Iwama 
was controlled by Mr Ishii Nev- 
ertheless, it passed the request to 
■ Nikko Real Estate and Nikko 
Enterprise, two affiliates. Later, 
Nikko officials admit, another 
Nikko group company - Nikko 
Credit lent one of Mr fchii’s 
companies YSObn. 

. Nomura also admits it was 
approached by an Iwama execu- 


tive at the same time. But it 
insists the salesman who dealt 
with the matter did not know 
lwama's true identity. The bro- 
kerage referred the matter to 
Nomura Finance, a 5 per cent- 
owoed affiliate, which bought 
memberships worth Y2bn 
through Heisei Finance, a 10 per 
cent-owned subsidiary of Nomura 
Finance. Nomura declined to 
comment on reports that Nomura 
Finance lent one of Mr Ishii's 
companies Y16bn. 

Mr Ishii is alleged to have used 
the money for stock investments. 
Details of his activities have 
emerged from a finance ministry 
inquiry into how he acquired 24m 
shares in Tokyu, a top railway 
company. 

The incidents involving com- 
pensation to clients are separate. 
Nomura admitted on Friday cov- 
ering losses totalling Y16.5bn suf- 
fered by big corporate investors 
last year. Nikko admitted paying 
compensation totalling YISbn, 
but also said that it had not 
choice over making the pay- 
ments. 

Under Japanese law, it is ille- 
gal for brokers to solicit business 
by promising to cover losses. The 
brokers are not accused of mak- 
ing such pledges. But in late 1989, 
after a similar case came to light, 
the ministry warned brokers not 
to compensate clients - even if 
they had not pledged to do so. 

I t is this rule that Nomura 
and Nikko on Friday admit- 
ted breaking. To the authori- 
ties’ embarrassment one of the 
clients compensated by Nomura 
was a government-affiliated pen- 
sion fund - the pension welfare 
service public corporation. 

The finance ministry is consid- 
ering amending the law to make 
it an offence to pay compensation 
even if there is no prior pledge. It 
is also considering making it ille- 
gal for brokers to act as fund 
managers. 


and the obvious choice for a part- 
ner became Sevillana after Hid- 
rola and Iberduero formed a 
defensive merger. For the past 
two months, however, Sevillana 
has been fighting a rearguard 
action with the support of its 
main shareholder, Banco Bilbao 
Vizcaya (BBV). 

Hidrola and Iberduero believe 
that the longer it takes for End- 
esa and the government to get 
their way. the harder it will be 
for the industry to negotiate a 
less restrictive regulatory regime. 


They have been putting pressure 
on BBV to abandon opposition to 
Endesa buying into Sevillana. 

Endesa bought 9.8 per cent of 
Sevillana two years ago but in 

the past week it is understood to 
have reached agreements with 
some Sevillana shareholders - 
Banco Santander. Banco Central, 
Banco Hispano Americano and 
Banesto - under which it will 
swap some Endesa stock for the 
shares these banks hold in Sevil- 
lana. That would take Endesa's 
stake in Sevillana to 20 per cent 





Masao Mi, of Nikko, apologises to a press conference 


The incidents show that 
despite efforts in recent years, 
the finance ministry has not suc- 
ceeded in creating a transparent 
securities market in Tokyo. For- 
eign investors may seize the 
opportunity to demand further 
reforms. But the real victims are 
the millions of individuals. 
Scores rang brokerages on Friday 
to express their anger. 

The irony is that if small inves- 
tors abandon the stock market it 
will not be the Big Four which 
suffer but small and medium- 
sized brokerages, which are more 
dependent on retail business. 


Business leaders have heaping 
opprobrium on the brokers. Mr 
Gaishl Hlraiwa, chairman of 
Keidanren, the employers’ federa- 
tion, said Nomura and Nikko 
lacked a good sense of morality. 

The crumb of comfort for the 
regulators is that the scandal was 
bom of the heady bull market 
atmosphere of the late 1980s. Bro- 
kers and investors alike were 
making so much money it was 
easy to forget about the inade- 
quacy of market checks. The end 
of the bull run has created a 
opportunity for the finance min- 
istry to put that right 


Venables 
team gains 
control of 
Tottenham 

By Jane Fuller in London 

“FINANCE is the most important 
thing," said Mr Terry Venables 
as it was revealed that he had 
raised £3m (84.9m) to buy shares 
and help refinance Tottenham 
Hotspur, the debt-laden London 
football dab. where he has taken 
control alongside computer mil- 
lionaire Mr Alan Sugar. 

Mr Venables, who leapfrogs 
from football team manager to 
managing director of the parent 
company, is providing or finding 
half the £7.2a needed to buy 
shares at 75p and underwrite a 
rights issue. 

About £750,000 will come from 
his own resources. He is borrow- 
ing more than £2m. 

Mr Sugar, chairman of Amst- 
rad, described Mr Venables’ com- 
mitment as “gi-normous". 

He will be able to dip into the 
£34m he raised by selling some 
Amstrad shares. 

He and Mr Venables launched 
on Saturday a takeover offer for 
Tottenham at ?5p a share, after 
acqniring a 36 per cent stake 
from Mr Irving Scholar, who 
resigned as football club chair- 
man, and Mr Panl Bobroff, who 
left the main board. The offer 
values the company at £7.6m. 

However. Mr Sugar made it 
clear that they did not want 
acceptances. 

The camp already has effective 
control, including the 7.8 per 
cent stake or their ally Mr Tony 
Berry, new football dub chair- 
man. 

Mr Sugar said he wanted most 
of the remaining £4.5m available 
from himself and Mr Venables to 
go Into a rights issne, rather 
than the takeover. 

The Tottenham Independent 
Supporters Association said 
many small shareholders, 
accounting for about 30 per cent 
of the equity, would be prepared 
to back a rights issue at 75p. 

On a one-for-one basis this 
would raise £7.6m, wipe out 
more than half the dub’s debts 
and save about £lm a year in 
interest payments. 

At £32.000 a week, these swal- 
low the balk of the dab’s trad- 
ing profit The new management 
plans to restore Tottenham's 
stock exchange listing, 
suspended at 91p. 

The conclusion of the Sngar- 
Venables deal was delayed on 
Friday when Mr Robert Maxwell, 
the pnblisher, reappeared. His 
plans seem to have included 
underwriting a rights issue, or 
baying Mr Scholar’s 26 per cent 
stake. Although it was claimed 
he had nearly £9m available, he 
would have had to gain a special 
dispensation from the Football 
League because of interests in 
other dabs. 




NO SOONER does an economic 
problem seem on the mend 
than economists and officials 
start to worry about it again. 

This appears to be the case 
with the global current 
account imbalance. Last year 
saw a sharp reduction in the 
Japanese current account sur- 
plus to g36bn from S57bn, a 
drop from SllQbn to $99bn in 
the US defid t and a 30 per cent 
fell in the UK deficit to £13-8bn 
($22.3bn). Even more spectacu- 
lar has been the txansforma- : 
tion of the German current 
account from a chronic surplus . 
before unification to a deficit of 
DM12bn (£4bn) in the first four 
months of this year. " 

But over the past few weeks 
the rumblings of official dis- 
content have been nnmi.stak- 
able. The Bank for Interna- 
tional Settlements in its 
annual report two weeks ago 
lamented that the reduction of 
the imbalances had resulted in 
a loss of focus in international 
policy coordination. 

The recent strength of the 
dollar has prompted fears in 
the German Bundesbank that 
the decline in the US rfpfldt 
will go into reverse. On Friday 
Mr Lamberto Dint, the director 
general of the Bank of Italy, 
expressed similar worries. 

Monetary officials are also 
concerned that finannisl mar- 
kets will be less tolerant of cur- 
rent account deficits in the 
t 1990s than in the past decade. 

A recent paper from- the 
Rank for International Settle- 
ments lists several reasons for 
doubting whether net capital 
flows will prove such strong 
supports of international cur- 
rent account imbalances . 

• F inancial market liberalisa- 
tion is likely to spread outside . 
the Anglo-Saxon world, under- 
mining the pre-eminence of., 
centres such as New York and 
London. These deep and liquid * 
markets primed capital flows 
for much of the 198% and' 
helped sustain the interna-., 
tionai current account disequi- 
libria. 

8 The end of strong economic • 
growth in the 1960s has . taken 
away one of factors that stimu- 
la ted capital Bows.. The last 
decade spawned an interna- 
tional mergers and.acqirisi- 


Economics Notebook 

Learning to 
balance the 
accounts again 


dons boom, drove up equity 
prices and so stimulated corpo- 
rate borrowing and in some 
countries- boosted long-term 
interest rates. By contrast, the 
recession is leading to . a con- 
traction or deceleration of capi- 
tal Hows and the muted growth 
prospects for the 1990s hold out 
little hope of a strong revival. 

• The overexposed position of 
some financial institutions has 
made some retrenchment inev- . 
itable. 

But the paper says “the most 
compelling reason for doubting 
the nltimate sustainability .of 
■ the pattern; If not the scale, of 
capital flows seen the second 
half of the 1980a is that capital 
imports have been used as a 
substitute for, rather than to 
supplement, domestic saving”. 

Put bluntly, international 
capital markets - havingseen 
hew capital imports have gen- , 
.erally Men used to sustain pri- 
vate consumption and public 
sector deficits - are likely to 
become far less permissive of - 
imbalances than before. 

This helps explain , why ceff 
tral bankers anil ffnanwi minis- 
ter' are so anxious to encour- 
age domestic savings and 
continue- to worry - about 
domestic Imbalances such as 
-the iarge 'US budget deficit ' 
Their;big worry is’ that the fall 
in savings that has generated 
-sueh wwhgtonwMi endangers the •• 
industrial -world's non-infla- 
tionary growth potential by 
keeping interest rates higi. 

The scale, of the savings 
problem was ■ highlighted 
recently by Mr Jacques .de 
Laros&re, the governor of thB 
Bank of France and former 
managing director of the inter- 


national Monetary Fund. 

He calculates that net 
savings &Q to 10 per cent of 
the overall Group of Seven 
gross domestic product in the 
1960s from 14 per cent in the 
1960s. Put another way, 4 per 
cent of GDP vanished into con- 
sumption. And It cannot mato 
the life of a central banker any 
easier to know that the public 
sector contributed mightily to 
this trend by shifting from a 
surplus of between 2 per cent 
and 25 per cent of G7 GDP in 
the 1960s to a deficit of 0.5 per 
cent 20 years later. 

Weapons Waste 

The Soviet Union’s efforts to 
sell its military aircraft at the 
Paris airshow and last week's 
TIE government decision to 
buy the army’s new tank from 
Vickers were just the latest 
reminders that the arms busi- 
ness continues to thrive. 

But while weapons manufac- 
ture provides jobs and exports; 
there is little evidence that it 
increases the ecoaomic or tech- 
nological potential of the big 
azms-prodndog countries. ■ 

Indeed,' a recent report circu- 
lated to governments by the. 
Organisation' for Economic 
Co-operation and Development 
(OECD) contains the damning 
conclusion that since the 1970s 
the pay-off from military 
research and development in 
tmtos' of productivity and com- 
petitiveness "has .at the least 
been very small and at the 
worst negative”. 

The report says that indus- 
trial case studies suggest that 
in the aircraft, computer, elec- 
tronics and semiconductor 


industries normal business and 
consumer demand are now far 
more important spurs to R&D 
than the militar y market. 

Military influence can repre- 
sent a competitive handicap in 
consumer markets. "The name 
of the game today, if there is 
one, is ‘spin-in': with advanced 
technology moving from civil- 
ian Industries to the military 
sector rather than the other 
way," the report says. 

The OECD report criticises 
military technology for its 
emphasis on performance over 
cost and reliability, a tendency 
to develop high and often 
"baroque’’ technology, long 
development cycles, inefficient i 
product processes and the , 
secrecy associated with secu- 
rity classification. 

it has come to represent a 
heavy burden for all OECD 
member countries except possi- 
bly the US, it says. 

If true, this is particularly 
bad news for Britain and 
France, which, the report 
shows, spent £2.23bn and 
£L95bn respectively on mili- 
tary R&D In 1987. 

This represented 0.54 per 
cent of UK and 0.47 per cent of 
French national output and 
23.5 per cent and 20.8 per cent 
of their gross domestic expen- 
diture on R&D. 

The US spent 40 times the 
UK amount and devoted Q-88 
per cent of GDP or 325 pa 
cent of its overall R&D spend- 
ing to military R&D. 

But in Japan and Germany, 
which are notably successful 
economies, military R&D out- 
lays were respectively only 0 J.4 
and 0X2 per cent of GDP and 5 
per cent and L2 per cent of 
total R&D outlays. 

If there la a moral to this 
story, it is that the Soviet 
Union should accept western 
help to convert its huge arms 
industry to manufacturing con- 
sumo: and other goods for its 
own sake as much as for that 
of the rest of the world. 

Capital Flaws m the 1980s: A 
survey- of major trends, by 
Philip Turner. BIS economic 
Paper NO. 30. Bank for Interna- 
tional Settlements, Basle. 

Peter Norman 


Innovative 
price-fixing 
idea for BT 
share sale 

By Clare Pearson 

ADVISERS to the sale of part 
of the government's remaining 
stake in British Telecom are 
expected to recommend that 
the shares be sold to the public 
at a percentage discount to the 
market rather than at a fixed 
price. 

They are expected to suggest 
the sale is not underwritten. 

The discount idea is thought 
likely to appeal to the Trea- 
sury. 

The government is planning 
for a November sale of part of 
its remaining 49 per cent hold- 
ing In BT, which in current 
market conditions is worth 
about £llbn ($18bn). It is 
believed the government may 
sell half of this. 

Selling the shares at a per- 
centage discount avoids faring 
a price at the start of the pub- 
lic offer. It gets round the prob- 
lem either that BT's share 
price will rise during the offer 
period, making the price look 
too low, or that it will fell and 
the issue will Hop, as happened 
with the BP sale in 1987. 

If the scheme were adopted, 
only the discount would be 
announced at the start of the 
offer period. The actual price 
which applicants would have 
to pay for shares would be set 
just before dealings started. 

If underwriting were cut out 
the government could save 
about £30m in fees paid to 
institutions In return for them 
guaranteeing to take the 
shares off its hands. It is 
argued this guarantee is not- 
necessary when a company is 
already privatised. 

Shares are expected to be 
sold to Institutions in a bidding 
process, similar to that adopted 
in the recent privatisations of 
the electricity generators and 
the Scottish electricity compa- 
nies. 


\fersatility that meets 
any specs. 








bp ":ry 


Because no two designs are alike, Toshiba sees the answer to 
diversification in ASIC From gate arrays through standard cells our 
flexibility means we can handle your needs at any stage in the 
development process. Whether you’re looking for performance, price 
or fl\e quickest solution to a problem, ASIC provides the highest 
integration at all levels. So for value-added products, and flexibility of 
design, keep your eyes on ASIC And Toshiba. 


In Touch with Tomorrow 

TOSHIBA 
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Chairman steps down at 
loss-making Clayform 


By Mlchfyo Nakamoto 

MR BRYAN Burietson is 
stepping down from his role as 
chairman of Clayform Proper- 
ties just two months after the 
company reported a sharp 
decline into pre-tax losses for 
1990. 

He is also resigning from the 
board of Dunloe House Group, 
the quoted Irish development 
company that is 77 per cent- 
owned by Clayform. 

Mr Robert Ware, a Joint man- 
aging director of Clayform 
who succeeds Mr Burietson as 
chairman of Dunloe House, 
said that the company had to 
focus on reducing its debt bur- 
den and that Mr Burietson Is 


not best equipped to do 
that" 

"It's a hard grind and there 
is no role for somebody of his 
background," Mr Ware said. 

The acquisition in July 1989 
of Stead & Simpson, the shoe 
retailer, had pushed borrow- 
ings up substantially. 

In its latest annual report 
the group stated that since the 
year-end existing hanking facil- 
ities had been negotiated to 
ensure sufficient working capi- 
tal was available to enable it to 
continue trading for the fore- 
seeable future. 

Mr Burietson, who co- 
fbunded Clayform, built up the 


bumness from a small property 
developer to a much larger 
group involved in property 
investment to shoe retailing. 
He became chairman and rhiaf 
executive of Clayform in 
1988. 

In the wake of the compa- 
ny’s last results, which showed 
a pre-tax loss of £39.l4m for the 
year to December, compared 
with a profit of £18.Q3m, Mr 
Burietson relinquished his 
position as chief executive 
while retaining his role as 

C h airman. 

Mr Ware and Mr Brian Dow- 
ling were appointed Joint man- 
aging directors. 


Merlin losses deepen to £7m 


By Richard Gouriay 

MERLIN INTERNATIONAL 
Properties, the troubled Isle of 
Man company, incurred a pre- 
tax loss of £7.06m in the six 
months to December 31 com- 
pared with a £5 .5m deficit in 
the same period of the previous 
year. 

The company said it was still 
being held back by a growing 
overdraft and substantial oper- 
ating losses in the Australian 
car parks division. 

The directors are not recom- 
mending a dividend. 

The taxable loss was made 


up by trading losses of £34>5ra 
(£3.57m). a £2. 33m (£1.92m) 
share of losses from associated 
companies and £1.18m of 
exceptional charges. 

Merlin also announced that 
it might be forced to take 
action against Westpac Bank- 
ing of Australia over £6.5m 
which the Manx company said 
it was owed by a Westpac sub- 
sidiary for the settlement of a 
debt due from a joint-venture 
partner. 

Merlin said that once It had 
received this money it would 


W’minster Scaffolding rights flop 


The £3.5m rights issue by 
Westminster Scaffolding, the 
USM-quoted property group, 
has been largely left with the 
underwriters. 

Only 4.1m of the 15.6m 
shares on offer were taken up, 
and of these 3£m were bought 


by directors and a shareholder 
who had irrevocably under- 
taken to subscribe, lie 3-for-2 
Issue was at 25p. 

The news came after the 
market closed on Friday with 
the shares unchanged at 

22p. 


be in a position to request that 
its shares be requoted - they 
are suspended at 5p. 

Earlier this year Merlin was 
the subject of an abortive 
£2.9m bid from Loire, which is 
based offshore and owned by 
Switzerland-based Estonia Ven- 
ture. The bid was subsequently 
withdrawn, a move criticised 
by the Takeover FaneL 
The money was supposed to 
come via a loan from Bonaven- 
ture Investments, another off- 
shore concern. 

In April, the Isle of Man 
Fraud Squad announced that it 
bad completed its investigation 
into Merlin and had found no 
evidence of any Irregularity 
that would justify further 


The company said it was 
continuing to try to reduce 
overhead costs and ways of 
raising cash to sustain the 
business so that assets could 
be sold. 


Illingworth 
Morris falls 
to £4.29m 

By Clay Harris 

ILLINGWORTH MORRIS, the 
privately owned textiles 
group, blamed recession, the 
Guff war and the collapse of 
wool prices for a 53 per cent 
fall in pre-tax profits from 
£9.04m to £4J59m in the year 
to March 31. 

Turnover Ml by 22 per cent 
to £49-55m (£6&39m) and earn- 
ings per share to &9p (15-7p). 

The decline in profits was 
exaggerated by the disposal of 
Winterbotham Strachan & 
Playne, a maker of specialist 
wool doth used cm tennis balls 
and billiard and snooker 
tables. In the group's continu- 
ing activities, turnover fell by 
9 per cent and operating prof- 
its by 40 per cent, according to 
Mr Nigel Denby, finance direc- 
tor. 

The pre-tax total Included 
an exceptional profit of 
£977,000 (£387,000). The WSP 
disposal resulted in an £8.6m 
profit, which contributed to an 
extraordinary credit of £9.97m 
(£3. 35m debit). 

The result of a Monopolies 
and Mergers Commission 
investigation into Hling- 
worth’s acquisition of Jarmain 
& Son, one of Europe’s largest 
wool-scouring companies, is 
expected by mid-July. 


Brunner Trust 

Net asset value per share of 
the Brunner Investment Trust 
stood at 188.1p at May 25. 
That comp a red with 19&3p at 
the same stage 12 months ear- 
lier and with I57p at the 
November 1990 yearend. 

Net profits for the half year 
ended May 25 rose to £LG7m 
(£L58m). equal to Minings of 
2.61p (2.47p). The interim divi- 
dend is 2£p ( 2 p) and the board 
intends to pay a total of not 
less than 4.6p (4J)p). 


Mannesn 
shows an 


By Peter Jolm 

MANNESMANN, the German 
engineering group, emerged 
yesterday as one of the compa- 
nies interested in Davy Corpo- 
ration, the UK’s largest inde- 
pendent eng ineering contractor 
which has effectively put itself 
up for sale after heavy losses 
on its cal rig conversion con- 
tract 

In a statement Maunesmann 
said: "We are examining 
whether a co-operation with 
the metals division of Davy 
would make sense.” 

The company refused to 
wiTumant on speculation that it 
was about to launch a EiSQm 
bid for the division. 


iann of Germany 
interest in Davy 


The arm is Davy's 

most attractive asset It made 
operating profits of £29.53m on 

a turnover of £77lm in the year 

uniting March 31. It was the 
only division to make a profit 
and the group as a whole 
reported a 2S per cent foil in 
pre-tax profits to £20 Jm. 

The most significant factor 
in the losses was Davy’s still 
nnfinisheri conversion of the 
Ocean Emerald rig, east of 
Shetland, into an off produc- 
tion platform. It cost the com- 
pany £U4m. 

When it announced its 
results on Thursday Davy 
declared what was effectively a 


liquidation. It is now, to all 
intents and purposes, in the 
hands of a 13-strong banking 
consortium led by National 
Westminster. 

The only significant business 
which Davy is considering 
keeping is its construction sub- 
sidiary, Monk, which made 
£5. 13m operating profits last 
year. 

The Emerald rig is the latest 
in a number of large contracts 
to have hurt the 150-year-old 
company. Recently, it was 
involved in a dispute with Esso 
over a contract at the UK’s 
largest oil refinery at Fawley, 
near Southampton. 


4.4% holding 
in Tace 
changes hands 

The family trust of Mr Bob 
Morton, who resigned last 
Wednesday as a non-executive 
director of Tace, has sold its 4.4 
per cent stake in the troubled 
environmental control equip- 
ment company, writes Bichard 
Gomiay. 

Fidelity, the investment 
institution, bought the stake at 
2i9p - lp below the cash 
equivalent of an offer for Tace 
made earlier this month by 
Cambridge Electronic. 

Raring Brothers said the 
trust, Southwind, had offered 
Cambridge the stake. A Baring 
spokesman said Cambridge 
was not in a position to accept 
the stake. Cambridge already 
has the irrevocable support for 
Its bid from Tace's founder, Mr 
Jock Mackenzie, who controls 
23 per cent of the company. 

The Tace board was removed 
last week after an EGM called 
by Norwich Union and Fram- 
lington. 


MMG again urges 
rejection of TT bid 


By Jane Fuller 

MAGNETIC Materials Group, 
the USM-quoted maker of mag- 
netic components fi ghti ng off a 
£9 .9m bid from TT Group, 
has said that the sale erf sur- 
plus properties could raise 
E3m. 

Its latest document, urging 
shareholders to reject the 54p- 
a-share cash bid and the paper 
alternatives, says the value of 
these properties is I5-25p a 
share. Excluding this, TT’s 
final offer was worth only 
3&.75p a share, it said. 

MMG, which made £1.5lm 
pre-tax profit in 198990 bat is 
forecasting £625,000 for the 
year to June 30, also stressed 


the scope for recovery as the 
recession had cut turnover by 
11 per cent 

For every 1 per cent increase 
in turnover next year. MMG 
said pre-tax profit would 
increase by at least £80,000 
tfiamka to cost savings. . 

MMG's share price closed at 
55p on Friday and TTs at 135p, 
making the 4-for-10 all share 
offer worth 54p, the same as 
the cash bid. 

Tim next dosing date will be 
July 5, but the offer period can 
run for 10 days after that At 
the latest count, TT controlled 
just over 27 per cent of MMG’s 
equity. 


Etam bid 
deadline *' 
believed set * 

By Clare Pearson 

THE TAKEOVER Panel is 
believed to have set a deadline 
of 5pm on Wednesday for 
Oceana Investment Corpora 
Qon, the vehicle for the South 
African retailing family, the 
Lewises, to launch Its long- 
awaited £12Im hostile takeover 
bid-for Etam, the UK fashion 
chain. 

Etam has meanwhile discov- 
ered that Private Bank & 
Trust, the private bank backed 
the Greek Tatsia fondly w hich 
was set up in London two 
years ago, has a legal Interest 
in some of the shares which 
are held by Oceana. 

Mr Keith Miles, finaned 
director, said yesterday: *Tt 
appears that Private Bank is 
backing Oceana" which id 
total owns a 27.1 per cent stake 
in Etam. ' 

The interest was discovered 
through sending out Section 
21 2 notices after Oceana 
launched a tender offer to 
acquire 18.5 per cent of the 
shares in May. 

Private Bank has so for 
assumed a low profile after sdf> 
ting up in business with an 
imnsnaHy large amount of capl 
ital, ElOOm, in July 1989. Its 
chief executive, Mr Christy- 
pher Ball, previously ran Bar- 
clays Bank's South African 
operation. 

Neither side wifi confirm the 
officially -secret Wednesday 
itogiTUnw which will end uncer- 
tainty over Oceana's position 
stretching back to the begin- 
ning of the year. Oceana has 
stipulated it will not hid mole 
than 185p per share, the 
amount paid in the tender. 



HOUSEHOLD MORTGAGE CORPORATION FLC 


£164,750,000 
ACQUISITION FACILITY 


To finance the purchase of the U.K. residential 
mortgage portfolio of Westpac Banking Corporation 

Provided by 

Lloyds Bank Pic 

National Westminster Bank PLC 
Westpac Banking Corporation 


APRIL 1991 


We are pleased to announce 
that effective July 1, 1991 

RAPHAEL de la GUERONNIERE 

will become 
Chairman of the Board 
and 

Chief Executive Officer 


DISCOUNT CORPORATION 

OF NEW YORK 

58 Pine Street New York , N. Y. 10005 


Standard & Chartered 

Standard Chartered PLC 

ffrmparomtf mtffj BmUml BabMty to England) 

£300,000,000 

Undated Primary Capital Floating Rate Notes 
Of which El 50 ,000, 000 
comprises the Initial Tranche. 


In accordance with the Terms and Conditions of the Notes, notice Is hereby 
given that lor the three months period, (92 days) from 20th June to 20th 
September, 1991 the Notes wfll cany an Interest Rate of 11'/,, per cent per 
annum. 

The interest payment date wiH be 20th September, 1991. Coupon No.2S will 
therefore be payable on 20th September. 1991 at £1,441 .44 per coupon from 
Notes of £50,000 nominal and £144.14 per coupon from Notes of £5,000 
nominal 


J.Henry Schroder Wagg & Co. Limited 
Agent Bank 


CROSS BORDER M&A DEALS 

BfODER/MVESTOR 

TARGET 

SECTOR 

VALUE 

COMMENT 

Mutollgaaeltiictisft 

(Germany) 

Unit at FeNo 
(Swedish owned) 

Engineering 

£494m 

Non-con? sale 
by Stora 

ASLK - CGER (Belgium) 

Compagme de Bruxelles 
(UK-owned) 

Insurance 

£90m 

Eagle Star non • 
life sale 

JnMM Me Ini (Aurtrla) 

Csemege Trading Company Food retailing 
(Hungary) 

El 8m 
- plus 

Significant : • 

privatisation „ ■ 

New London (UK) 

Inemational Drilling 

Fluids (US) 

09 & gas 

£13.1 m 

Sale by ECC 

Group 

Unilever (UK-Hofland) 

Pollena Bydgoszcz 
(Poland) 

Detergents 

£12.1 m 

Biggest Polish , 

privatisation 

yet 

Procter & Gamble (US) 

Rakona (Czechoslovakia) 

Detergents 

£ 12 . 1 m 

Procter & 

Gamble takes ’ 
100 per cent 

Sourer (Switzerland) 

Schlafhorst (Germany) 

Plant ’ 
manufacturing 

n/a 

Saucer buying * 

- to- compete % 

Herein (Japan) 

. Ftoxello Castors & 

Wheels (UK) 

’ Metal finished 
products 

£4.3m 

Japan likes 

US 

manufacturers 

T1 Group (UK) 

Huron Products 

Industries (US) 

Car components 

£27.4m 

Tl adds arm 1 

ASM Irish Banks 
(Ireland) 

York Bonk & Trust Co (US) Banking 

£80m 

AIB’s second 

Mg recent deal 

Sourer: FT Maryan & AcquMUoos kearaafloaa) 


No Probe 

The acquisition of Robertson 
Group by Simon Engineering 
will not be referred to the 
Monopolies and Mergers Com- 
mission. 



April, 1991 


A M MT WW A K s 

sold a 49% stake of 

OLYMPIC CATERING 

to 

ALBERT ABELA CORP 

The undersigned acted as financial advisor to 
Olympic Airways for this transaction. 


$ 

RANQUE WORMS 



EUROCORP 

BUROHOLDMGSSA. 


SANWA AUSTRALIA 
LEASING LIMITED 
SANWA AUSTRALIA 
FINANCE LIMITED 
AS100,000,000 
Guaranteed Floating Rate 
Notes Due 1993 
In accordance with the coaditjons 
of the notes , notice Is hereby grwen 
that for the three-month period 
20th June 1991 to 20th September 
1991 (92 days) the notes mO carry 
an interest rate of 10.1608% n.a. 
Relevant interest payments wifi be 
as follows: 

Notes of ASIOO, OOO 
AS2.961. OS per coupon. 

THE SANWA BANK LIMITED 
Agent Bank 


Republic of Venezuela 

U.S. $166,000,000 
Floating Rate Notes due 1994 
U&S167JXXMKI0 
Floating Rate Notes due 1998 
U.S. $167,000,000 
Floating Rate Notes due 2003 

For Vw Mmst period tan Jure 24. 
>991 n December 24. T891 tbs tan las 
been determined ■ J%%. The Interest 
amounts payable an Deceiflta 2*. issn 
wS be ttS. S384.43 per US- ilO.OOO h 
ragtared form end Urf. $361.07 par 
UA S2SJOOO, UJ3. tajMTT per US. 
Si 00.000 end U.S. &.B1&66 per Urf. 
$250,000 In bearer tonn. 

ByrThiChui MulHin It rt.HJt 

imtai Naim* 

June 24, 1991 


MITSUI REAL ESTATE 
DEVELOPMENT CO, LTD 

YEW 30,000,000,000. 

IFLOATMG RATE NOTES DUE IMS 

Note is hereby given Ast for the 
knamtt Period torn 20tfi June 1991 id 
20 December 1991, he rare of 
Interest wH be 75% per amun. The 
Intnraei payable on 20h December 
1991 wfl be Yen 380,988 per each 
Yen IOAOOjOOO. Non. 

Agent Bade 

tbo HfcdTnat a Banting Ca, 

Ud, London 


FINANCIAL TIMES CONFERENCES^ 

TELECOMMUNICATKHISANDTHE EUROPEAN 
BUSINESS MARKET 
London— 9 & 10 July 

This year's annual conference wftf examine how far the 
region's telecommunications industry has adapted to the 
increasingly sophisticated needs of business customers. 
Progress on opening up the European market and creating a 
pan-European network or networks wft be assessed as well 
as an examination of the UK duopoly review, tariffs and 
settlements and developments in satellite and mobile 
communications. 

Speakers indude: M. Michef Carpentler, Commission of the ‘ 
European Communities; Sir Bryan Carsberg, OFTEL; The Rt 
Hon Lord Young of Graffham, Cable & Wireless pic; 
Professor Henry Erg as. The Monash Information and 
Communication Technology Centre; M. Jean-Franqois Berry, 
AFUTT ; Dr Herbert Ungerer, Commission of the European 
Communities; M. Bruno Lasserre, Ministers des Postes, des 
Telecommunications at de CEspace. 

THE CHALLENGE OF A NEW EUROPE 
London - 7 October - 

The Financial Times is joining forces with the Council of 
Foreign Chandlers of Commerce in the United Kingdom to 
arrange this high-level conference to look at the great 

changes taking place in Europe and to address the issues 

that will affect corporate strategies in the future. 

Speakers include Dr Carl Hahn of Volkswagen, Mr Anders 
Scharp of Electrolux, Sir Allen Sheppard of Grand 
Metropolitan, Mr Koichiro E|ri of Mteui & Co and Dr Bekniro 

de Azevedo of Sana® hvestimentos. 

FINANCIAL REPORTING IN THE UK 
London - 10 October 

The Accounting Standards Board recently unveiled its 
agenda for reform and its plans to issue new edicts and 
proposals which wifl eventuaBy lead to an overhaul of 
company balance sheets and profit and loss accounts. This 
Financial Times conference wffl provide a practical, 
independent forum to review drafts on the agenda tor reform. 

Speakers taking part include: Professor David Tweed ie, 
Chairman of the Accounting Standards Board; Mr Neville C ’ 
Bain, Group Chief Executive, Coats Viyelia Pfc; Mr Nigel 
Stapleton, Chairman, Technical Committee of the 100 Grotty 
Finance Directors; Mr David Nash, Group Finance Director. 
Grand MetropoStan pic; Mr Graham Stacy, Dkector, 
Professional Standards, Price Waterhouse; Mr FSchard 
Hannah, Executive Director, UBS Phiffips & Drew and Mr 

James Carty, National Technical Partner, Robson Rhodes, 

All enquiries should be addressed to: Financial Timea 
Conference Organisation, 126 Jermyn Street, London SW 1 Y 
4LU. Tel: 071-925 2323 (24-hour answering service), Telex: 
27347 FTCONF G, Fax: 071-925 2125 
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COMPANIES AND FINANCE 


CBOT looks at electronic 
trade in hybrids and swaps 


B(y Barbara Durr in Chicago 

4HE CHICAGO Bbart of Tirade . 

a new local elec- 
ie. ; trading network 
dflsSgned to wmpqte In. such 
off-exchange cash .market prod- 
ucts as swaps. " ; 

,-i.In a speech' to the CBOT 
membership last week, CBOT 
chairman, Mr /William O'Con- - 
nor, raid be aimed not only- to 
preserve open- outcry, or pit ' 
trading, -but W expand member- 
opportunities by creating a 
local area network of -elec- 
tronic t rading for low volume 
futures akl-xion-futiuas prod- 
ucts during the normal trading 
Slay. 

>- Mr O’Connor said the CBOT 
fqced an increasingly competi- 
tive threat from trading in off- 
exchange products -“virtu- 
ally indistinguishable from 
figures" - such as fmanrial 
.hybrids and swaps. The pro- 
posal, called Project A, has 
been approved by the CBOT . 
board and will now be dis- 
cussed in Boos- meetings with 
members. 

r-^Givien that Project A would 
be a departure from the 



potion of the CME in Project A 
as well. 

Mr John Sander, chairman of 
the CME, said last week that 
tiie delayed Globes was now 
“on track But he pat its 
launch date •‘optimistically" at 
October and “pessimistically” 
at next May, 

The two exchanges have 
been working jointly to reduce 
their costs by eliminating 
duplication. Mr O'Connor said 
his priority was to unify clear- 
ing between the two 
exchanges. He argued that it 
was preferable for the two Cbi- 
exehangea to move volun- 


Wiffiam O'Cdnson.aixns 
to expand opportunities 

exchange prohibition oil elec- 
tronic trading, -membership 
approval is required. The proj- 
ect will not interfere with 
Globes, the international elec- 
tronic 'trading system under 
development, with the Chicago 
Mercantile Exchange. 

Mr O'Connor said he 
intended to explore the partita- 


unified clearing 
before it was mandated by the 
US government. 

He anticipated that a forth- 
coming Securities and 
Exchange Commission study 
on unified clearing would force 
the issue, and not in a way 
favourable to the futures mar- 
kets. Unified clearing would 
also reduce costs for members 
of both exchanges and help 
preserve Chicago as the world- 
wide centre of futures trading. 


Italian bank cuts Ecu charges 


By Peter Marsh, Economic Staff 


SAN PAOLO Bant Italy's 
biggest bank, is halving its 
ffjmmicgfrm charges fra 1 corpo- 
rate customers which change 
money to and from “Ecus, as 
part of -a drive to encourage 
more companies to use the 
unit 

-The bank's rate for these 
transactions will from today be 
0.D75 per cent, compared with 
015 per cent previously. Since 
the higher figure is broadly in 
line with the rates charged by 
San Paolo for changing money 
between different naHnnni cur- 
rencies, the move represents a 
considerable incentive for com- 
panies to use the Ecu. 

'The Ecu, which- was 
invented in 1979, is increas- 
ingly used in the braid market 
and for rfianwalffng money, 
between governments, but 


barely figures in commercial 
transactions. 

According to the Ecu Bank- 
ing Association, a group of 
European banks trying to pro- 
mote the Ecu, the unit is used 
in only about l per cent of an 
intra-European trade. 

Mr Dominique Rambure, a 
senior executive at San Paolo, 
said be would be trying to per- 
suade more banks to follow the 
lead of his institution in cut- 
ting charges for Tiring the nww 

Mr. Rambure, who is also 
chairman of the Ecu Banking 
Association, said San Paolo 
already had a large amount of 
business in Ecu-based transac- 
tions.: 

Advocates of the Ecu believe 
more companies would. use the 
emit if hanks went out of. their 
way to make Ecu-denominated 


accounts more attractive. 

The theoretical advantage of 
the Ecu is that it can be used 
in any European Community 
state, saving businesses the 
effort of changing money into 

naHnrial r u n- p n M pg 

The Ecu is seen by many 
enthusiasts for European eco- 
nomic and monetary union as 
the writ which will ultimately 
form a single currency for all 
Europe. 

However, many companies 
are reluctant to use the Ecu in 
accounting and invoicing 
because Ecu notes and coins do 
not exist Therefore, increased 
use of the Ecu in commerce 
and industry ligwuiii on the 
willingness of a large number 
of companies to set up 
accounts in the nnit which 
be drawn from and built up. 


US insurer to 
set np broking 
offshoot in UK . 

By Richard Lapper 

JOHNSON A Higgins, one of 
the biggest insurance brokers 
in the US, is to set up a retail 
“broking company in the. UK, 
ending speculation about a 
-possible link-up between J&H 
.and a UK broker. 

J&H was allied with the UK 
broker Willis Faber, before the 
-latter company opted to merge 
with rival US broker Corroon 
& Black in September. Last 
autumn J&H held extensive 
but eventually fruitless talks 
about a possible ^lTftmna with 
the London-based broker CE 
Heath; 

Headed by chief executive 
Mr Patrick Franklin- A dams, 
who has worked with the Sedg- 
wick Group, the new subsid- 
iary will build up business 
from commercial clients in 
both the UK and Ireland. It will 
co-operate with UNISON, an 
International network which 
J&H built up with Willis. 

In 1987, J&H established a 
London wholesale brokerage 
operation, . which places 
business on. behalf of 
’ retail brokers. It has 200 
employees. 


Venezuela sell-off picks up 

By Joseph Mann in Caracas ... 

THE Venezuelan: government's “Ing. formal tenders ona crane 
tortoise-like privatisation pro- 
gramme shows signs of piemng 
up speed. 

- The government unveiled its 
privatisation plans more than 
two .years ago, but has sold 
only, two commercial banks 
from a list of scores of state- 
owned enterprises. 

: The Venezuelan Investment 
Fund (VIF), the government 
financial agency that controls 
the privatisation process, has 
now invited investors to sub- 
mit. pre-bidding qualifications 
for the sale of Asttnave, a 
stateowhed shipyard, and four 
tourist hotels.: 

The VIF is also dose toseek- 


merdal bank, the state-owned 
telecommunications company 
(GANTV), and Vlasa, the gov- 
ernment’s international airline. 

. The sale of Banco Republics, 
in which the state holds more 
than 80 per cent of shares, is 
scheduled for June 26. Only 
Venezuelan Investors are 
expected to offer tenders 
ion the bank, the third 
State-controlled financial insti- 
tution to be put on the block so 
far. 

The sales of a majority of 
shares in the CANTV and 
Vlasa are expected to be craa- 
“ during the next three to 
months. 
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Drexel, IRS 
deal brings 
creditor 
pact closer 

By Karen Zagor 

in New York 

THE POSSIBILITY of a 
resolution to the securities liti- 
gation against Drexel Burn- 
ham Lambert Is closer follow- 
ing the now-defunct 
investment bank's tentative 
settlement with the Internal 
Revenue Service OKS), which 
has filed a SS.Sbu claim 
against DrexeL 

A final settlement with the 
IRS would remove one of the 
most formidable barriers to a 
reorganisation plan struck 
between Drexel and its credi- 
tors earlier this year. 

Tax claims take high prior- 
ity in bankruptcy cases, and 
the IRS claim had threatened 
tiie pact, which would distrib- 
ute almost all of Drexel’s 
$2.6bn in assets to creditors 
and securities litigation claim- 
ants. 

Drexel - which filed for 
bankruptcy protection in Feb- 
ruary 1990 - was granted a 
reprieve from a court trial 
when Judge Milton Pollack 
postponed a hearing scheduled 
fra: Friday to give the IRS time 
to get approval for the settle- 
ment from the justice and trea- 
sury departments. 

A bankruptcy court case to 
hear the merits of the IRS 
claim will begin on August 5 if 
approval for the accord is 
withheld. 

The IRS has alleged it is 
owed $5JS8bn for bade taxes, 
interest and penalties from 
between 1980 and 1990. How- 
ever, Judge Pollack, who 
stepped in to help expedite 
proceedings, has charged the 
IRS with seeking a grossly 
inflated and failing to 
back up allegations. 

Although terms of the tenta- 
tive IRS pact have not been 
disclosed, it is believed that 
the government agency’s 
demands have been reduced to 
meet the overall settlement of 
Drexel’s case 

One of the main sticking 
points centres on tax deduc- 
tions of about $1.4bn which 
Drexel took to compensate 
seven executives in its high- 
yield junk bond division from 
1981 to 1989, including about 
f550m paid to Mr Michael 
Mllkm in 1987. Drexel main- 
tains that the compensation 
was reasonable and legaL 

The IRS contends that these 
payments were too big and 
constituted dividend payments 
to shareholders, which are not 
deductible as business 
expenses. 


Barclays in £50m 
bonds buyback 

BARCLAYS BANK has 
repurchased £50m of an out- 
standing £250m issue oi 
senior, subordinated bonds, 
writes Tracy Corrigan. 

Barclays has not yet decided 
whether to cancel the bonds, 
which were eligible as Upper 
Her 2 capital under the inter- 
national capital adequacy 
guidelines. Barclays win have 
to resell the bonds if they are 
to be acceptable. 

Stnce the Issue was launched 
last November, Barclays has 
completed preference share 
Issues in the US, which count 
as Tier 1 capital. The 12% per 
cent seven-year bonds were 
trading at a yield spread of 
about 75 basis points above 
the comparable gilt issue last 
week. 
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Bank of China 
wins go-ahead for 
Tokyo bond issue 


By Robert Thomson in Tokyo 

THE BANK of China, the 
Chinese foreign exchange 
bank, has received informal 
approval for a Y20bn ($140£m) 
bond issue in Tokyo that will 
mark the end of Japanese 
financial sanctions imposed on 
Beijing after the Chinese pro- 
democracy movement was 
crushed two years ago. 

State-run Chinese financial 
institutions, including the 
bank and the China Interna- 
tional Trust and Investment 
Corporation (Citic), had rou- 
tinely organised Samurai 
issues - yen- denominated 
bonds issued in Japan by a for- 
eign entity - and Tokyo’s 
approval will give Beijing 
Important flexibility in raising 
foreign funds. 

The terms of the bank's 
issue are still being negotiated. 
However, the lead manager, 
Yamaiehi Securities, said yes- 
terday an agreement would be 
signed next week and the 
straight bonds would be issued 
in the second week of July. 
The issue is expected to 
prompt a renewal of Chinese 
interest in the Tokyo market 

At least two other Chinese 


institutions are known to be 
discussing an issue with 
Japan's Ministry of Finance, 
and the timing will depend 
more on the state of the Japa- 
nese bond market which lias 
been weak, than on political 
considerations. 

The Bank of China will list 
projects for which the funds 
will be need - in particular, 
the construction of a chemical 
complex - though it is likely 
they will also be used to ser- 
vice foreign debt. Yamaiehi is 
encouraging the bank to be 
specific about the projects to 
which the funds will be given. 

It is expected that the bank 
will immediately swap the yen 
into US dollars, as Beijing has 
suffered in the past from yen 
exposure. Japanese fnstitutiora 
have confirmed that in the late 
1980s, several yen loans to 
China were rescheduled after 
borrowers were put under pres- 
sure by the rapid appreciation 
of the Japanese currency. 

A Yamaiehi official said 
there was likely to be demand 
for a Chinese issue, although 
the bond market in recent days 
had been “very bad". 


Labatt hit by C$61m 
provision for revamp 


By Robert Glbbens In Montreal 


JOHN LABATT, the brewing, 
food product and entertain- 
ment arm of the Brascan 
group, says it had a “deeply 
disappointing" year, but profits 
should be rack to normal in 
fiscal 1992. 

A poor domestic beer market 
and a heavy restructuring 
charge were the main factors 
in the year ended April 30. 

For the final quarter, sales 
were C$1.26bn (USfl.lbn), 
down 4 per cent from CJl-31bn 
a year earlier, and net profit 
was CJSm, down 89 per cent 
from C$46m. There were no 
earnings applicable to the com- 
mon stock, against 52 cents a 
share a year earlier. 

Brewing results for the quar- 
ter were down, though Labatt 
held its domestic market share 
and 'international operations 


did better. Food operations 
improved, but the grains busi- 
ness did poorly. 

The quarter was affected by 
a special C$6 lm restructuring 
charge. For the year afi a 
whole, sales were C$5.4bn, up 2 
per cent from C$5^bn, and 
earnings were C$1 09m, or 
C$L10 a share, down 36 per 
cent from C$169m, or C$2. in 
fiscal 1990- 

Beer sales rose 6 per cent 
and food operations dipped l 
per cent Average beer market 
share was down 0.4 per cent to 
4L8 per cent, due to volume 
gains by regional and special- 
ity brewers. Sales in Europe 
and tiie US were strong. 

The food operations flntahpri 
about even with fiscal 1990, 
and the entertainment group 
showed mixed results. 
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Citicorp Finance PLC 
£150,000,000 

Guaranteed Roaring Rate Notes Due December 1997 
Unconditionally Guaranteed bv 

cmcoRPo 

Notice is hereby given that the Rate of Interest has been fixed at 
11 .35% and that the interest payable on the relevant Interest 
Payment Date, September 23, 1991 against Coupon No. 23 in 
respect of £1 0,000 nominal of the Notes will be £292.30. 


June 24, 1991, London 

[By: Citibank, NA. (CSSI Dept.), Agent Bonk C/77fiAAK© 


Marine Midland Bank N. A. 

U.S. $125,000,000 

Floating Rate Subordinated Capital Notes due 1996 
For the three months 21st June, 1991 to 23 rd September, 1991 the Notes 
will carry an interest race of <&-% per annum with a coupon 
amount ofU-S- $164-83 per U.S. $10,000 Note and U-S- $824-13 per 
U.S. $50,000 Note. The relevant interest payment date will be 
23rd September, 1991. 

Listed on the London Stock Exchange 


D Bankers Trust 
Ccwnpany, London 


Agent Bank 


We guarantee to improve the quality 
of stock market charting. 






We guarantee to improve the speed 
of stock market 



We guarantee to 

of stock market 




We guarantee to imj 
of stock market 


the cost 




(We’re pretty confident you should send this coupon, too.) 


To Angela Bucdett 
Graphite Data LoL 
Ibex House, 4247 Minories, 
London EC3N1DY. 

(Or phone *4471 7020991). 
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INTERNATIONAL CAPITAL MARKETS 


UK GILTS 


Auction concerns subdue trading 


DISCUSSION about the pace of 
UK interest-rate cuts continued 
to dominate the gilt market 
last week. The consensus is 
that base rates, now at lift per 
cent, win come down by a Vi 
percentage point over the next 
few weeks as part of the gov- 
ernment’s cautious strategy 
aimed at reviving the econ- 
omy. 

Trading in gilts was subdued 
as market makers and inves- 
tors awaited Wednesday’s auc- 
tion by the Bank of England of 
£1.5bn of 10 per cent Treasury 
stock, repayable in 3001. Bonds 
of this 10-year maturity are 
seen as a benchmark in much 
of Europe. The theory seems to 
be that overseas investors in 
particular will find the stock 
attractive. 

However, there are consider- 
able doubts as to how well the 
auction will proceed. The mar- 
ket has been in a languid state 
for several weeks, as a result of 
worries about the weak pound 
and the government’s handling 
of the economy. 

Gilt practitioners are ner- 
vous about the prospects of a 
large volume of issues in this 
financial year. These will be 

needed to finance public spend- 
ing and will almost certainly 
depress prices. Last week, 


reflecting this general torpor, 
prices slipped marginally for 
all gflts along the yield curve. 

Further evidence of the 
depressed state of the UK econ- 
omy provided little rdiet News 
of this kind might have been 
expected to lift bond prices, 
cutting yields, due to an 
Improved outlook on inflation. 

However, the market has in 
recent weeks equated gloomy 
news on the economic front 
with the prospect of higher 
government borrowing to ftmd 
unemployment pay and other 
recession-related payments. 
Hence the new information 
about the economy last week 
- a further tell in output in 
manufacturing, and weak fig- 
ures for the money supply - 
drove the market further 
down. 

Last week's data underlined 
suggestions that the economic 
upturn, which the government 
hoped to see around this sum- 
mer, will be postponed until 
the end of the year. Despite 
this, ministers are thought 
unlikely to alter tbeir “softly- 
softly " approach to cutting 
rates by a ft percentage point 
at a time, spread out over rela- 
tively long intervals. Tins is 
the strategy the Bank and the 
Treasury have followed since 


UK gilts yields 
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mid-February, when rates 
stood at 14 per cent 
There appear to he several 
reasons why the authorities 
are sticking to this line: 

• Were rates suddenly to be 
cut by Z per cent or even more, 
the action would be interpreted 
as a panic move designed to 
jerk the economy into action 
ahead of an election - which 
has to be fought in the nurt 
year. It would be an admiawwi 
that the previous cautious 
strategy was wrong, and might 
unsettle the markets. 

• Consumer spending - 
which accounts for two thirds 


of UK output - has so far been 
slow to take off from the 
depressed state of the winter , 
despite the rate cuts. 

This has been natural 
enough. People have been 
re lu cta nt to raise spending lev- 
els when many are having to 
pay off large debts, especially 
on mortgage payments, run up 
during the boom erf the late 
1380s. 

However, it does appear that 
all the ingredients for a modest 
spurt in consumer spending 
are now in place, triggering a 
recovery of sorts towards the 
end of the year, and that the 
government will have to be 
patient 

• If rates were cut by too 
much in the next month or so, 
the authorities might have to 
put than up again early ng*t 
year - especially If sterling 
shows more signs of weakness 
within the European exchange 
rate mftftfranigm 

That is precisely the pros- 
pect which ministers want to 
avoid. Cutting rates before an 
niartitm is seen as being help- 
ful to a government’s tPwmnea 
of winning; raising how- 
ever, would virtually guaran- 
tee defeat 

Peter Marsh 


PORTUGUESE BONDS 


Foreigners undaunted by bank warning 


FOREIGN investors' appetite 
for Portuguese government 
bonds appears as strong as 
ever despite warnings by 
Portugal’s central bank that 
controls on foreign capital 
flows may have to be tight- 
ened. 

In addition, the bank has 
said that the esenrin may be 
allowed to fluctuate more 
extensively against other Euro- 
pean currencies to curb what 
are seen as excessive - mainly 
short-term - capital inflows to 
the country- 

Analysts say the strong 
demand for last week’s issue erf 
Obrigacoes do Tesouro (OT), 
shows that interest remains 
vigorous on the part of foreign 
investors eager to taim advan- 
tage of high yields and the 
prospect of capital gains. 
Demand for the five-year, 16 
per cent issue totalled EsSL3bn 
(8365m), more than twice the 
Es26.7bn raised by the sale. 

Earlier this month, Mr Jose 


Alberto Tavares Moreira, gov- 
ernor of the central bank, 
warned that Portugal may 
make “a significant adjustment 
in the escudo rate" to deter 
speculative investments 
attracted by high interest rates 
and the escudo’s stability. This 
had the immediate effect of 
«ni«i"g a fall of about 1 per 
cent in the value of the escudo 
against a basket of 
currencies made up of the : 
ish pound, French franc, Ger- 
man mark, Italian Hra anti th» 

Spanish peseta. 

Two days later, Mr Tavares 
Moreira raised the possibility 
of tougher action. ‘The recent 
resur gence of capital inflows, 
mostly Hnked to a very strung 
demand for treasury notes 
bonds, may eventually lead us 
to the conclusion that the set 
of controls currently in force is 
not tight enough If the inflows 
were to last, then it win moat 
likely be necessary to tight*^ 
the controls adopted so far and 


to step up the pace of external 
debt redemption," he said. He 
also suggested a concomitant 
reduction of the interest car- 
ried cm government and public 
sector bonds. 

The central bank is con- 
cerned that the past few years’ 
dr amatic rise in foreign invest- 
ment in Portugal - which it 
welcomes - has been accom- 
panied by an increasing vol- 
ume of less desireable 
short-term "speculative” capi- 
tal inflows, which, it says, 
are fuelling inflation — cur- 
rently running at over 12 per 
cent on an annualised average 
— and undermining the 
authorities’ monetary policy 
targets. 

The inflation differential 
with Portugal's European part- 
ners is delaying the escudo's 
entr y Into the exchange rate 

mechanism of the European 
Monetary Sy ste m, which offi- 
cials say will not happen until 
at least next year. 


Analysts see the warnings, 
directed at both the local 
banks and foreign i n v esto rs, as 
an attempt to talk the market 
down rather than as an imme- 
diate threat 

They say external factors 
have contributed to the 
strong increase in foreign 
investor interest in Portuguese 
government bonds, especially 
fixed rate securities such as 
the OTs. 

The government itself has 
encouraged investment into 
OTs because it is cheaper than 
raising funds through its usual 
floating-rate bonds. 

Foreign investors, who are 
estimated to have taken up 
more than 50 per cent of the 
latest OT issue, prefer fixed- 
rate bands because there is a 
greater possibility of capital 
gains as Portugal’s interest 
rates converge with the itet of 
Europe. 

Patrick Blmn 


US MONEY AND CREDIT 


Focus shifts to G-7 move on dollar 


THE EYES of the US credit 
markets, which have been 
firmly focused on signs of a US 
economic recovery, switched to 
London at the weekend for 
clues that a meeting of the G-7 
industrial economies might try 
to hold back the rising dollar. 

The dollar, which has risen 
80 per cent against most G-7 
currencies since its February 
low point, weakened somewhat 
last week amid speculation 
that there might be concerted 
intervention in the currency 
markets to "cap" it at around 
DML80 and Y140. 

Certainly, a slowing of its 
appreciation would he in the 
Interests of most G-7 countries, 
since the US wants to see 
lower world interest rates and 
a continued rise would put 
more upward pressure on Ger- 
man rates and reduce Japan's 
ability to cut its own. 

However, heavy intervention 
could have a depressing 
knock-on effect on- US bond 
prices, since foreign central 
banks would probably have to 
sell short and intermediate US 
Treasury paper to buy the dol- 
lars needed for their market 
tactics. And while foreign 
exchange intervention tends, 
over the medium-term, to have 
a Canute-like futility, expecta- 
tions of a temporary slowdown 
in the dollar’s advance could 
also deter foreign buyers of US 
government paper. 

An itnwiodfate move into the 
currency markets would not be 
the most felicitous backdrop 
far this week’s hefty govern- 
ment auction of gtiL5bn erf two- 
year notes and $&25hn of five- 
year maturities. However, 
whenever intervention occnred 
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it would probably put further 
upward pressure on US yields, 
at a thrift when the economic 
statistics are pushing in the 
Ramp direction. Far the mount- 
ing evidence that the US econ- 
omy has toadied bottom, and 
may now be in the early stages 
of a slow recovery, continues 
to rattle the bond market, 
which has yet to be convinced 
that this wfil not re-ignite the 
fires of inflation. 

Last week’s eonnomie news 
contained doubts about the 
strength of the recovery, which 
gave the market some tempo- 
rary heart For example, a 
warning from International 
Business Machines of poorer- 
than -expected first-quarter fig- 
ures, and a very cautious state- ' 
ment on the vigour of any 
third-quarter upturn, suggests 

that wipltal ynSIny ramaina 

lacklustre. 

The market also liked the 
news that tor unemploy- 
ment insurance rose in the 
first week of June, although 


this may have been an aberra- 
tion connected with the date of 
a public holiday. 

There remains feeling that 
the incipient upturn will prove 
temporary and that the US, 
weighed down with debt and 
with lrn pftntHng state and local 
budget cuts, will not see a sus- 
tained amnmnh* inuiruvement 
until at least the first quarter 
of next year. 

However, the bond market 
desriy holds more store by the 
optimistic noises emanating 
from the Federal Reserve 
Board. 

Mr Alan Greenspan, the Fed 
nhafrimm, said last week that 
the economy had bottomed 
out, while the Fed’s Beige 
Book, tts periodic round-up of 
business conditions around the 
US, spoke of conditions 
"improving moderately in 
mnnh of the nation”. 

Whatever the strength and 
duration of the recovery, the 
Fed’s appraisal seems to rule 
out further monetary easing 


unless dear signs emerge of 
the revival petering out. 
Indeed, market speculation is 
now tnnflng to the point at 
which the Fed, will start to 
tighten monetary policy again. 

(That is unlikely to happen 
immediately. Fixed income 
analysts at Salomon Brothers 
point out that the interlude 
between a final Fed easing 
move and resumed tightening 
has historically been about five, 
months.) 

The net effect of these dispa- 
rate factors last week was to 
edge long bond yields back up 
tothetopoftheSto 8.5 per- 
cent range, where they have 
been stuck for months sow. 
There is a growing feeling on! 
Wall Street that they could be 
poshed much higher 
towards 9 per cent - over the 
second half of this year by a 
combination of recovery and 
concern Over a heavy supply of 
government paper. 

Yet this may also pave the 
way for a strong rally, which 
could carry long band yields 
down to toe 8 per cent banjo:, 
or even lower, if the market 
can be convinced that inflation 
is no longer a problem. A sec- 
ond downward leg to the races-' 
skm would certainly do that! 
But so too could a soft take-off 

Certainly, inflation statistics 
over the past four months have 
been encon raglng . while 
money supply growth has been 
moderate. And the history of 
post-war recessions is that 
inflation does not normally 
drop dnring the downturn, but 
always «***»»«« (for up to a 
year) after the upturn begins. 1 

Martin Dickson 


FT/AIBD INTERNATIONAL BOND SBRVICE 


New Issue 


This announcement appears as a matter of record only. 




June. 1991 





THE EXPORT-IMPORT BANK OF JAPAN 

(Incorporated under The Export-Import Bank of Japan Law) 


U.S.$250,000,000 

8% per cent. Guaranteed Bonds Due 2001 

Unconditionally and irrevocably 
guaranteed 

as to payment of principal and interest 
by 


Japan 


Issue Price 99.86 per cent. 


LTCB International Limited 


Credit Suisse First Boston Limited 
J.P. Morgan Securities Ltd. 
Paribas Capital Markets Group 


Bank of Tokyo Capital Markets Group 
Goldman Sachs International Limited 
Merrill Lynch International Limited 
Morgan Stanley International 
Swiss Bank Corporation 


Deutsche Bank Capital Markets Limited 
Nomura International 
UBS Phillips & Drew Securities Limited 


Daiwa Europe Limited 
IBJ International Limited 
Mitsubishi Finance International pic 
Salomon Brothers International Limited 
S.G. Warburg Securities 
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INTERNATIONAL CAPITAL MARKETS 


SYNDICATED LOANS ~ 

Banks draw breath 
at Grand Met deal 


tBE banks can't expect to 
have it alT their own way. 
Interest margins- may have 
moved strongly hi their favour 
this year, but Grand Metropoli- 
tan, the UK leisure group, 
showed-last week that there 
are still companies which do 
not give in to .their bankers’, 
every demands at the merest 
mention, of the Bank for Inter- 
national Settlements. 

Whether ' this marks a tam- 
ing point in the cost of money 
to large companies remains to 
be seen. ’ 

' Grand Met surprised the 
bankers with the scale of tbs 

plafinari financing ($2L5bn) rmri 
the price (a spread of Just % 
per cent over Libor). The 
standby credit is intended to 
replace a S6bn facility taken 
out three years ego when 
Grand Met took over US group 
Pfllabury. and which expires at . 
the end of October. 

1 If the % per cent margin 
made bankers suck in breath, 
generous front-end fees have 
been added as a sweetener.' 
Formal terms have yet to he 
put to the banks. - these are 
expected to be made today - 
but in its soundings of the 
market on Friday the company 
is understood to. have been 
offering to pay - 2754 basis 
points to hawTfft which take the 
maximum commitment of 
5150m, with 25 basis points for 
those coming in at 5100m and 
2p for those, on $75m. 

. Over the relatively short 
four-year duration of the facil- 
ity, this win boost the overall 
yield. The extra 20 basis points 
to be added to the margin if 
more than half the facility is 
drawn is further bait to the 
lenders. 
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They may not take it readily. 
; Several grumbled that the fees, 
which fririwfa a 30 point 
ww m i y ltwiftw* fee, did not ip»|» 
up for the spread, and that the 
facility was in feet renewable 
and could be wtpnHwi to seven 
years. Anyway, did they need 
to take on assets at those sort 
of terms? There was concern in 
several quarters that, if suc- 
cessful, Grand Met could set a 
new benchmark "pine which 

nther mmpwnlpR cOUld lend. 
Then interest margins would 
not just have plateaued, they 
would have narrowed again. 

- Elsewhere last wed; banks 
were content to graze on a 
fresh crop of syndicated deals 
at more healthy margins. If 
Grand Met was playing on the 
lack of demand tor credit. Oxen 
there was ample proof that 
other companies stQl needed 
their bankers and were pre- 
pared to pay what the market 
demanded. 

No-one was complaining, for 
instance, about Jefferson 
Smurfltt’s S600m revolving 
credit arranged by Chemical 
Bank and said by other bank- 
ers to have been offered at a 
spread of 50 basis points for 
the first three years and 55 
for the last two. Underwritten 
by a panel of eight hanks , it 
was said by others in the mar- 
ket to have been over-sub- 
scribed. The borrower is Smur- 
Qtt International BV, with a 
full guarantee from the listed 
parent 

Nor were there any signs of 
protest about BET'S 300m five- 
year revolving credit facility, 
which is not underwritten. 
Offered in two tranches, the 
first 100m is at a spread of 45 
hams points and the nart 200m 
at 50 basis paints, with com- 
mitment foes half the interest 
margin in both «»**■ 

Nor was there any protest 
over Barclays’ $I50m facility 
for Evered Barton, or Chase 
Investment Bank’s 5150m, sev- 
en-year deal for Fuerzas Elect- 
ricas de Catalufia. the Spanish 
utility. Chase is Inviting com- 
mitments at a spread of 55 
haidfl paints over Libor, with 
font-end fees of up to 55 basis 
points for large commitments 
of more than glOm. 

Bankers were left feeling 
that if only Grand Met treated 
them with as much respect, 
everyone would be happy. 

• Richard Waters 


INTERNATIONAL BONDS 


Markets fall out of step as economic policies diverge 


WHATEVER the public 
pronouncements arising from 
the weekend's Group of Seven 
meeting, many bond market 
investors axe hoping for sub- 
stantive action. 

For the monetary policies 
pursued by the industrialised 
countries are continuing to 
diverge - leading to a sharp 
divergence in the performance 
of global bond markets. 

There are a number of bond 
market buzz-words to describe 
the process; decoupling and 
desynchronisation are the 
favourites. Outward signs of 
economic desynchronisation 
culminated in April, at the G-7 
meeting in Washington, where 
US appeals for lower global 
interest rates were met with 
polite indifference. 

Since then the pressures 
leading to decoupling of bond 
markets have, if anything, 
intensified. The steep apprecia- 
tion of the dollar in the last 
two weeks has made an earing 
of monetary conditions - an a 
hence bond market rallies - in 


Japan and Germany less likely 
than ever in the near term. 

The other aspect of decoupl- 
ing is on the foreign exchange 
markets. The 2Q per cent rise of 
the dollar this year in two sud- 
den bursts, to a high of nearly 
DM1.82 this week, has been a 
product of economic desyn- 

rlnwniMtinn 

While there is nothing new 
in the rapid appreciation of a 
leading currency, such is the 
pull of market forces this time 
that central banks have so far 
barely intervened to arrest the 
rise of the dollar. 

Mr Helmut Schleslnger, 
Bundesbank president-elect, 
said in London last week he 
thought it was unlikely the G-7 
meeting would come up with a 
concrete plan to restrain the 
US currency. Bond markets, 
meanwhile, have swung In 
sympathy with volatile foreign 
exchange markets. 

However, decoupling of bond 
markets is not a new phenom- 
ena. Mr Jeremy Hale, senior 
international economist at 
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Goldman Sachs in London, 
points to two recent periods in 
which the US bond market and 
European bond markets have 
moved in opposite directions. 

The first was between 1982 
and 1984, when Mr Paul 
Volcker, then chairman of the 
Federal Reserve, pursued a pol- 
icy of tight money. US 10 -year 
Treasury band yields rose by 


172 basis points; German yields 
fell by 150 basis points over the 
same period. 

The second example is the 
period In mid-1988 when mone- 
tary easing had just begun in 
the US but European authori- 
ties were tightening policy. US 
10-year yields fell by 142 basis 
points, while German yields 
rose by 55 basis points. 


This time around the eco- 
nomic cycle Goldman Sachs 
predicts a substantial oat-per- 
formance of German and other 
European bond markets over 
US Treasuries. In particular, 
there Is a growing conviction 
among bond market analysts 
that the US economy is on the 
verge of a recovery, with a 
revival of inflationary pres- 
sures. Increases in non-form 
payrolls, factory orders, home 
sales, retail sales and indus- 
trial production have raised US 
bond yields abont 25 basis 

points in the past two weeks. 

Yet the German economy is 
beaded for a period of slowing 
growth in the second half at 
the year. German bond y ields 
should be stable or faffing by 
the yearezuL 

Mr Hale also noted that peri- 
ods of active decoupling tend 
to be short-lived, lasting two to 
three months at any stretch 
before bond yields start to 
move in harness once again. 

While desynchronisation of 
bond markets may mean 


short-term gain for the oppor- 
tunistic, many see hid den dan- 
gers. A paper from the Group 
of 30, the Washington-based 
public policy group, said; 
"Global Interdependence of 
finance has become important 
enough to be added perma- 
nently to the agenda on macro- 
economic policy co-ordina- 
tion." 

Mr Stephen Axilrod, author 
of the report and vice-chair- 
man of Nikko Securities in 
New York added: “By coordi- 
nation, I Tm>an tha t the major 
financial powers should agree 
on a general approach to 
exchange markets and to a 
domestic use of monetary and 
fiscal policies that can be Inter- 
preted by capital markets as 
stabilising." 

• The remarketing agent to 
State Bank of Victoria's 5250m 
variable rate note issue is Mer- 
rill Lynch, not Salomon 
Brothers as stated in the FT 
last week. 

Simon London 


NEW INTERNATIONAL BOND ISSUES 


Borrowers 
US DOLLARS 


Amount 

m. 


Maturity 


Av. Ota 


Coupon 


Pries 


Book runner 


Offer yield 
% 


Aegon NV(d)§t 370 2001 10 7 100 Morgen Stanley InL 7.000 

Nippon Oenfco* 100 199S 4 4 100 YamaictU tnt 4.000 

OesterretditactM ICBktalt 300 1096 S 6 >4 100% JP Morgan Secs. 8031 

SeUsul Houeafcpt 200 1998 5 4% 100 Nomura InL 4300 

AsaM Glass Co.# 370 1998 7 5% 100 YamalehJ InL 5300 

National BX of Hungaryt 100 1996 S 10% 97.20 Ban tons Trust hit 11.263 

Hyoaung (America) tacJW SO 1906 5 (Q 100 KEB bit 

AaaM Tec Corp<h>#t 70 1995 4 4% 100 Nfkto Secs. 4.375 

Korean Devt Bank(n)t 250 1999 7 9% 100 MerrHI Lynch 9350 

ECUs 


Kingdom of Nonrayl 

Norsk Hydrot 

STERLING 

Ibn 

150 

1966 

1996 

5 

7 

9 

9 s . 

noon 

10145 

Paribas Cap.Mkta. 

Morgan Stanley InL 

9.026 

9334 

BBfW 

200 

1996 

5 

A 

100 

Salomon Broa. 


Severn Trentt 

125 

2001 

9h 

101 31 

Baring Broa. 

11365 

CANADIAN DOLLARS 

Province of Ontariot 

500 

1998 

7 

10% 

101% 

Deutsche Bk Cap.MUs 

10339 

FRENCH FRANCS 

Lafarge Copee(a}f 

600 

1994 

3 

zero 

100 

Caisse des Depots 

ra 

Euro Diansyfljtf 

D-MARKS 

&S7bn 

2001 

10^4 

6% 

FFr140 

SG Warburg Sect. 


Shinto Shop Ca(m)ft 

90 

1995 

4 

4 

100 

Daiwa Europe GmbH 

atvtn 

SeMsui Housejcjtt 

250 

1995 

4 

4 

100 

Yamatehi Bk GmbH 

4.000 

Asahi Giaas# 

630 

1995 

4 

4 

100 

WntLB 

4300 

HhanKau Pharmaceutical# 

• 100 

1995 

4 

4 

100 

Nikko Bk GmbH 

4300 

SWISS FRANCS 

Tiqo ChomlcahtiW 

40 

1995 


2% 

100 

BQUftRarttas (Suisse) 

2375 

Qda ConatruotkxnHrt 

20 

• 1996 


7% 

100 

DaWcW Kgyo.Sk 

7350 

ElB(gJt 

- 400 

1996 


6% 

101% 

SBC 

6374 

Arotend Sakamo(o(bhH6Vt 

23 

1995 


4 

100 

Nomura Bk fSwta) 

4340 

C8y of Kabet 

240 

2001 


6% 

101% 

UBS 

6304 

Ft^[ Co.(l)**4 

100 

1996 


3% 

100 

Banca dal Gottardo 

3350 

NtaMkawa KaseHHkt 

10 

- 1996 


7% 

100 

Banca del Gottardo 

7350 


Borrowers 

LIRE 

Amount 

m. 

Maturity 

Av. Ufa 
years 

Coupon 

Price 

Book runner 

Offer yield 
% 

GTE Finance Corpt 

150bn 

1995 

4 

12% 

10130 

Banco di Roma 

11.947 

Airebus Industrie GLEt 

t50bn 

1996 

5 

12% 

101% 

Banco 01 Napoli 

11.757 

PESETAS 

□BOtJt 

ISbn 

1996 

5 

1130 

101.30 

Banesto 

10346 

DAMSH KRONER 

FinJor Danish bidustryt 

300 

1996 

5 

6% 

102 

Den Danaka Bank 

9.109 

ESCUDOS 

Council ©J Europet 

ISbn 

1996 

5 

13 

101% 

Bco-PorLd'lnvesio. 

12378 

YEN 

Marubeni krv*3t.Ccrp**t 

tObn 

1999 

8.167 

6 

94% 

Daiwa Europe 

6.856 

Okl Electric lnd.t 

20bn 

1998 

7% 

7% 

101.65 

Yamaichi InL 

6344 

LUXEMBOURG FRANCS 

KredMbk.tnLFbLNVt 

1J5bn 

1999 

8 

6% 

102 

KBL 

8.787 

Bacob Finance NVt 

600 

2000 

9 

9% 

10130 

Banque ua 

8311 

Trlnkaus & Burithardft 

500 

1998 

7 

9% 

10230 

Banque Indosuez 

0.796 

Banque COER France* *i 

SOD 

1996 

ah 

o\ 

102 

Banque UCL 

8.812 

Cera Bank (Lux.) SA**t 

400 

1995 

4 

9% 

101-95 

BCEE 

8.653 

FinJor Danish lr>dustry**t 

600 

1994 

3 

9% 

102 

BGL 

6391 

Merrill Lynch lnc.tHri 

750 

1994 

3 

8% 

101% 

Credit European 

8. 639 

Banque Paribas fLux.lt 

Ibn 

2000 

6 


101.65 

Banque Paribas (Lux.) 

8351 

BFCE*Wt 

Ibn 

1984 

3 

B }» 

6% 

10135 

KBL 

632$ 

CFL(o)**t 

500 

1969 

8 

100% 

BIL 

8346 

Banque UCL**t 

600 

1994 

2% 

9% 

10135 

Banque UCL 

6378 

Prlm.lnd^k of AuaLtHrt 

300 

1994 

3 

9% 

102.10 

BGL 

8.799 

BL**t 

500 

2001 

10 

8% 

100 

BtL 

8.750 
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NEW ISSUE 


This announcement appears as a matter of record tmly. 


June, 1991 


SUMITOMO COAL MINING CO., LTD. 

U.S.$100/>00,000 

4 per cent. Guaranteed Bonds 1995 

with 

Warrants 

to subscribe for shares of common stock of Sumitomo Coal Mining Co., Ltd. 
The Bonds will be unconditionally and irrevocably guaranteed by 

The Sumitomo Bank, Limited 

ISSUE PRICE 100 PER CENT. 


Daiwa Europe Limited 


Sumitomo Finance International 


Sumitomo Trust International pic Yamairlii International (Europe) Limited 


Izuxrii Europe Limited 

Meiko Europe limited 

Banque Indosuez 

Dresdner Bank Aktiengesellschaft 

Hokkaido International Finaxice (Asia) limited 

J. Henry Schroder Wagg & Col Limited 

Ibkai International limited 


Banca del Gottardo 
Bank of Tokyo Capital Markets Group 
Barclays de Zoete Wedd Limited 
Goldman Sadis International limited 
. Morgan Stanley International 
Swiss Bank Corporation 


Universal (U.K.) limited 


S.G. Warburg Securities 


This announcement appears as a mailer of record onlp 



Daewoo Telecom Ltd. 

Incorporated with limited liability in the Republic of Korea 


U.S. $50,000,000 

3V Z per cent. Convertible Bonds due 2006 

Issue Price: 100 per cent. 


Barclays de Zoete Wedd Limited 
Lehman Brothers International 


Daewoo Securities Co., Ltd. 
Merrill Lynch International Limited 


The Nikko Securities Co., (Europe) Ltd. 


Banque Indosuez 

Bayerische Vereinsbank Aktiengesellschaft 
Deutsche Bank Capital Markets Limited 
Fuji International Finance PLC 
KEB International Limited 
Korea First Investment Ltd. 

New Japan Securities Europe Limited 
Peregrine Brokerage Limited 
J. Henry Schroder Wagg & Co. Limited 
Swiss Bank Corporation 


Baring Brothers & Co., Limited 
Daishin Securities Co., Ltd. 
' Dongsuh Securities Co., Ltd. 
KDB International (London) Limited 
Kleinwort Benson limited 
Lucky Securities Co v Ltd. 
Paine Webber International 
Salomon Brothers International Limited 
Ssangyong Investment and Securities Co., Ltd. 
Tong \hng Securities Company Limited 


S.G. Warburg Securities 


June 1991 
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FT MANAGED FUNDS SERVICE 


i Current Unit Trust prices are available on FT Cityline. Ca» charged at 45p Pernwruto pMt 
and 34p off peak, he VAT. To obtain yovr tree Una Trust Code Boaldet-nw (0T1) azfrgKB- 
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MONEY MARKETS 


Peseta storm calms 
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THE ABRUPT fall In the 
i#4seta last week rfppled 
'.-ffirough the Exchange Rate 
fUpchaiimn, weakening ster- 
and delaying any early 
v-easmg in monetary policy m 
titence aad the UK. . 


, fMr tank kata mm <** 
f 11.5 per mf 
- trior Nby 24,1991 


'The immediate cause of the 
( peseta’s decline were reports 
=-tnat . there was scope for 
t Interest rate reductions if a 
productivity pact could be 
"i agreed with the trade nnirma 
Further pressure came alter 
Hniggestjons that the Spanish 
monetary authorities wanted 
* td move the peseta to the 
T narrow 2% per cent band 
within the RRM. 

*. -; iThe suspicion in the foreign 
} exchange market was that the 
sjraanisli authorities were 
i attempting a managed 
. devaluation of the peseta in 
^- advance of a move to the 
^harrow band. Mr Christian 
- Dim is, economist at Chemical 
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POUND SPOT - FORWARD AGAINST THE POUND 


Bank, in London, believed that 
this was -a ndsnading of the 
. government's intmitioiis. 

Nevertheless, the outcome 
was a massive wave of peseta 

aeUrrty with m t w nfttirtp al fund 

managers scrambling to 
unwind large D-Mark/peseta 

Jw yi tT o r yi 

Last week, there were signs 
of near-panic selling of pesetas. 
iyfn8 yields ftHnihwl and calm 
was not restored until the 
Bank of Spain firmly 
intervened in the currency 
markets. 

By the end of the week, calm 
had returned. Many analysts 
now believe the Bank will not 
he able to reduce interest rates 
until there is further progress 
on controlling inflation and 
money supply growth, which 
may not be unm the autumn. 

In the meantime, the 
negotiations over the 
productivity pact could provide 
scope for ftuther upsets. In any 
case, a move to the narrow 
EJ£M band is unlikely until 
Spanish inflation is closer to 
the European Community 
average. Few analysts expect 
that will take place until later 
next year. 
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DOLLAR SPOT - FORWARD AGAINST THE DOLLAR 
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FINANCIAL TIMES MONDAY JUNE 24 1991 


NYSE COMPOSITE PRICES 


NASDAQ NATIONAL MARKET 
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The FT proposes to 
publish this survey on 
July 16 1991. 

A survey on this 
dynamic region will 
be of special interest 
to around one million 
FT readers 
worldwide. If you 
want to reach this 
important audience, 
call Sue Mathieson 
on 071 873 4129 or 
fax 071 873 3078. 

























































Monda y Inter view 


Outsider 


with a 


fresh eye 


Lord Alexander, chairman of 
National Westminster Bank, 
speaks to David Lascelles 


N early two years have 
passed since Lord 
Alexander became 
chairman of the 
National Westminster Bank, 
then in the throes of crisis over 
the Blue Arrow share price-rig- 
ging affair. If he hoped corpo- 
rate life would calm down as 
the bank recovered, he must 
have been disappointed. 

Shortly after he took over, 
the UK plunged into recession 
and bad debts rocketed. Nat- 
West’s US operation lost 
$350m. And in the past few 
weeks, all the clearers have 
been in the eye of the storm 
over the excessive interest 
charges they are said to be 
imposing on small businesses. 

But Lord Alexander is not 
easily ruffled. A commanding 
6ft 3in, he speaks with the 
well-measured tones of the bar- 
rister be once was, and gives 
off the air of solid reassurance 
one expects of a bank chair- 
man. The past 20 months in 
charge of the second-largest of 
the UK's Big Four clearers 
have, however, forced him to 
think much more deeply about 
his new profession than he 
expected. 

“I knew this would be a time 
of challenge. What I had not 
appreciated was the depth of 
the challenge due to the state 
of the economy and changes In 
the banking industry.'' he says. 

He has certainly had to cross 
a cultural divide. Although he 
enjoyed a highly successful 
career at the bar and was 
chairman of the Takeover 
Panel, he had no direct experi- 
ence of corporate governance, 
let alone of banking. But he 
has made a virtue of being an 
outsider by bringing a fresh 
eye to NatWest's problems - 
as well as a determined person- 
ality. A few months ago he 
startled the industry by stating 
the unmentionable: that there 
were bound to be more bank 
failures, though he hastens to 
say this was intended as a 
statement of fact rather than 
his remedy for the excesses of 
the banking business. 

He has also thrown himself 
into the City’s affairs by head- 
ing a Bank of England commit- 
tee to examine weaknesses in 
UK law which might hurt Lon- 
don’s standing as a financial 
centre. The job combines his 
role as a lawyer and banker 
and has, In some people's eyes, 
added to his qualifications as a 
possible future Bank governor. 

Lord Alexander does think 
there are important lessons for 
bankers in the costly mistakes 
of the 1980s: the losses on 
Third World debt and property 
lending, ill-judged acquisitions 
and diversifications. 

“It’s very easy to sound like 
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an outsider, wise after the 
event. But there were plenty of 
historical precedents on Latin 
American lending which 
should have put fixe red light 
up for everybody. We have got 
to ensure that the lessons of 
the recent past are not forgot- 
ten by the rising generation of 
bankers.’’ 

The three main lessons, he 
thinks, are the temptations 
banks face to lend too much to 
an attractive sector, especially 
when they are flush with 
liquidity and governments are 
encouraging them to lend; the 
extent to which bankers allow 
themselves to be Influenced by 
what other banks are doing; 
and their extravagant behav- 
iour when times are good. 
“There was definitely some 
Ttwaming in landing standards 
in the late 1980s - all the pres- 
sures were on. A critical lesson 
is that they should never drop 
again." 

Nonetheless he concedes 
that the new marketing-driven 
culture of banking makes it 
much harder to keep lending 
under controL “There must be 
a countervailing culture of 
training, monitoring and 
in force." 

More recently. Lord Alexan- 
der has learnt that banks can 
seldom be winners. If they lend • 
too much, they are accrued of 
imprudence; if too little, then 
of usury. And if they try to 
raise prices, they are either 
price gougers or monopolists. 

He wonders why Tesco and 
Sainsbury can push up prices 
by 5 per cent and see their 
customers accept that it is all 
part of doing business. But 
when banks do the same, there 
is pandemonium. "We don't 
have the residue of goodwill 
that Tesco and Sainsbury have. 
But the answer to that can’t 
just be laid at the door of the 
public. As banks, we need to 
take a big step forward." 

What many people (ail to 
realise, he thinks, is that hanks 
are not just businesses, but 
businesses whose margin for 
error is very small. 

“Roughly speaking, if 99 per 
cent of a bank's loans are OK, 
then you make money. But if 
that figure falls to 98 per cent 
then you're tn trouble. A great 
number of people still see us as 
a public utility, but we’re suf- 
fering the same problems as 
our customers are suffering." 

Much as a hank wants to 
support its customers, it can- 
not ultimately take an uncom- 
mercial decision. “It's very 
seductive to say yes, but not 
very practical in the current 
environment. It would cut 
against the strength of our 
business. " In this respect, 
banking has changed a lot 



Biting the bullet 
on health care 




‘Bashing the banks is fashionable’ 


Tiwmr Humph riaa 


from the old days when it 
enjoyed a measure of govern- 
ment protection, but, as a quid 
pro quo, was expected to chip 
in for lifeboats at times of cri- 
sis. While banks today still 
have some protection (from 
hostile takeover for example), 
the pressures from the market 
are much the most potent 
forces driving the manage- 
ment, he argues. 

Altogether, he regrets that 
b anks are not as “respected" as 
they should be. “Bashing the 
banks Is fashionable. It 
wouldn't be if it didn't strike a 
chord with a large part of the 
public. Tm not suggesting it’s a 
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one-way road. We have much 
to do to earn the respect that 
much of our activity war- 
rants." 

Lord Alexander thinks a 
large part of the problem is 
conveying the message that 
banks must make a profit - 
indeed that it is in the national 
Interest to have strong and 
healthy banks. But banks must 
realise that the quality of ser- 
vice they provide is far from 
perfect “There are areas where 
we know it's patchy.” In partic- 
ular he angles out shortcom- 
ings in the way hunks commu- 
nicate with their customers. 
“People are naturally angry 
when things are imposed on 
them by diktat, without discus- 
sion. We have to be as caring 
as when we first started the 
relationship." 


Another area is banks’ rela- 
tions with their customers. 
Ranks may not have worked as 
hard at these as they should. 
But nor have customers: they 
increasingly shop around for 
the best deal. “I favour close,' 
regular ongoing relationships. 
But it iB apparent that it 
doesn't only depend on us." 

Lord Alexander even advo- 
cates features of the German 
system where banks own 
direct equity stakes in their 
customers. “We can’t throw a 
switch and go that way. But 
the industry is evolving in that 
direction through venture capi- 
tal and other routes. If our cus- 
tomers want it, we are increas- 
ingly taking stakes in 
mid-sized businesses. This will 
be a healthy development 
because It would indicate that 
h anks are linked to the fabric 
of business and industry." 

The way forward will be dif- 
ficult however. There is the 
near-term problem of economic 
recovery. “None of the statis- 
tics I see in the developed 
countries suggest that there 
will be speedy growth. Here, 
we’ll have considerable 
stresses in coining to terms 
with a permanent low inflation 
discipline. Therefore, loan 
demand and growth will come 
slowly." Banks are also operat- 
ing under tough new capital 
constraints, which will ensure 
that they are strong but not 
necessarily hungry for new 
business. 

That may not be a bad thing. 
One of Lord Alexander's big- 
gest worries is that the UK will 
emerge from this recession 
without having broken the bad 
habits of the past, epitomised 
in his mind by people's obses- 
sion with rising bouse prices 
as an indicator of economic 
health. “Why can’t people 
derive confidence from the fact 
that house pricss are simply 
stable? Germany achieved Its 
growth in the last decade with 
house prices showing a slight 

fall” 


No haven in home office 


I t is little wonder that the 
home office is regarded as 
the political graveyard of 
any aspiring minister of the 
crown. It is not, of course, 
every day that dangerous dogs 
are snapping angrily at depart- 
mental ankles, evoking rival 
emotional arguments over 
canine control and inducing 
indecision In the home secre- 
tary. 

But every day (and almost 
every hour of every day) the 
home office is having to weigh 
the competing claims of the 
individual citizen (and often 
aliens seeking entry to, or 
avoiding removal from, the 
United Kingdom) and of the 
public interest 
It is a task of unrelenting 
difficulty, and many a home 
secretary has found decision- 
making over issues of cavil lib- 
erties onerous and ever-snscep- 
tfble to public debate and par- 
liamentary challenge, (in the 
days of capital punishment a 
hideous responsibility rested 
on the home secretary.) 

For some time now the area 
that has most acutely exer- 
cised the minds of successive 
home secretaries has been 
political asylum - the aspect 
of immigration control which 
Itself has been a thorny issue 
for two decades. Just as politi- 
cal persecution remains rife 
around the world, and interna- 
tional mobility increases, so 
every-increasing larger num- 
bers of refugees seek the safe 
haven of democratic countries. 
Britain, with its tradition of 
providing political refuge, is 
finding Its liberal policies 
under strain. Both law and 
practice relating to refugee sta- 
tus and political asylum pro- 
vide an uncertain backcloth to 
decisions made by Immigration 
officers and home office offi- 
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cials under the aegis of the 
home secretary. 

Under international law any 
person who is deemed to be 
entitled to refugee status by 
the authorities of the country 
in which he is seeking asylum 
may not be returned to the 
country In which he fears per- 
secution. It is the right of the 
individual to be recognised as 
a refugee, but it remains the 
decision of the host country 
whether to grant him or her 
asylum. 

Refugee status and asylum 
are In theory two separate 
issues, but a government is 
unlikely to refuse asylum to a 
recognised refugee who has 
arrived directly from a country 
where he genuinely fears that 
he will be persecuted for rea- 
sons of race, religion, national- 
ity, or political opinion. 

But who qualifies as a refu- 
gee? The key phrase in the 1951 
UN Convention Relating to the 
Status of Refugees (which was 
extended in 1967 beyond the 
original class of second world 
war refugees to include any 
person falling within the defi- 
nition) is “well-founded fear of 
persecution". This involves 
both a subjective and an objec- 
tive test the elements of fear 
must be a state of mind In the 


refugee; that the fear must be 
well founded involves the con- 
sideration of objective criteria. 
The fear may be real, but not 
well founded. 

There are other guidelines 
which the authorities use, but 
two problems are immediately 
apparent. First, the political 
judgment of the likelihood of 
persecution will be that of the 
host government During the 
trouble in Sri rjmim, Tamils 
who arrived In this country 
were denied refugee status 
because the home office, argu- 
ably wrongly, was dubious 
about their security if sent 
back to Sri Lanka. Second, 
there is a constant concern 
that refogees are fleeing intol- 
erable social conditions in 
their home country and merely 
seeking economic security in 
Britain rather than a flight 
from persecution as such. 

The UK is a party to the 1951 
convention (and the 1967 proto- 
col) and thus accepts the inter- 
national obligation to act 
accordingly. The UK, however, 
has not incorporated the provi- 
sions of the convention into 
domestic law. There is no refer- 
ence to refugees or asylum in 
the Immigration Act 197L 

But there are several state- 
ments in the Immigration 
Rules that declare government 
policy and guide immigration 
officers as to how to treat an 
applicant for leave to enter the 
UK. If a person is a refugee the 
provisions of the UN conven- 
tion are to be applied, and 
leave to enter will not be 
refused if removal from the IK 
would be contrary to the con- 
vention. Furthermore, anybody 
may apply for asylum in the 
UK on the ground that, if they 
were to be ordered to leave, 
they would be sent to a coun- 
try to which they were unwill- 


ing to go. 

There is no statement either 
in the law or in the rules or 
elsewhere as to the procedure 
to be adopted in the consider- 
ation or refugee cases, other 
than that in the case of a 
potential refugee at a port of 
entry an immigration officer 
must refer the matter to the 
home office for decision. The 
rules are also silent about 
when and how extensions of 
stay in this country may be 
granted and permanent resi- 
dence obtained. 

The result is that all these 
difficult matters about refugee 
status and political asylum are 
left entirely to home office 
practice which may be subject 
to alteration without notice to 
the public. The present prac- 
tice of the home office is well 
known, but the decisions are 
not appealable. There is no 
right of appeal under the Immi- 
gration Act 1971 against a 
refusal to confer refugee status 
when either leave to enter or 
leave to remain is granted. The 
issue of political asylum may, 
however, arise on appeal 
against a refusal to grant leave 
to remain and also where there 
is a decision to deport 

The most one can say about 
the current state Is that when 
judicial review is sought to 
challenge the exercise of minis- 
terial discretion the courts 
have declared that they will be 
scrupulous to ensure compli- 
ance with the procedural safe- 
guards. The whole topic of 
political asylum could do with 
a thorough review. Perhaps the 
political parties wifi allude to 
immigration control and indi- 
cate what remedies they flunk 
should be supplied in their 
respective citizens’ charters. 


Louis Blom-Cooper 


But even after recovery, 
banks will have to go through 
a big adjustment Although 
there will always be demand 
for traditional banking ser- 
vices, such as money transmis- 
sion and basic lending, the 
future for bank earnings 
growth will lie in providing a 
wealth of other financial ser- 
vices through their branches 
and conwuter systems. 

“In a decade’s time, they will 1 
be groups which have a large 
hanWng element, but are more 
general financial institutions,” 
says Laid Alexander. 

The challenge for hank man- 
agements will be to choose the 
right new businesses to enter, 
to diversify into them success- 
fully, and than manag e them 
competently - no small task 
considering the often disas- 
trous diversifications by UK 
clearers. Including NatWest, 
into such areas as investment 
hanking in the 1980s. 

“The quality of management 
needed in other industries is 
now necessary for banks,” 
Lord Alexander says. 


A fter years of talk, sub- ' 
stantive reform of the 
US health care system 
at last seems conceivable. Last 
week, Mr Richard Barman, the 
budget director, promised that 
the Bush administration would 
unveil comprehensive reform 
proposals before the 1993 presi- 
dential election. The pledge 
was largely a political response 
to initiatives by Democrats, 
who are making the running in 
this . complex sphere. This 
month, a group of senators led 
by Mr George Mitchell, the 
Senate majority leader, put for- 
ward a finely -balanced set of 
proposals calculated to appeal 
to a wide range of consumer 
and business interests. 

There are two principal 
flaws in the system: 

• Many Americans lade reli- 
able access to care. About 34m 
people (IS per cent of the popu- 
lation) have no health insur- 
ance; a further 60m are under- 
insured because their policies 
do not cover serious Alnesses. 

• Costs remain out of control 
Spending on health care 
absorbed 12 per cent of gross 
national product last year, dou- 
ble the ratio under President 
John Kennedy in the 1960s. On 
unchanged policies the ratio is 
expected to rise to 20 per cent 
by 2000. 

It is crucial to recognise that 
these two a p parently unrelated 
problems are merely symptoms 
of a single underlying disease: 
heavy reliance since the sec- 
ond world war on voluntary 
private insurance schemes 
financed mainly by employers. 
The solution involves all levels 
of government accepting 
greater responsibility in a 
sphere where market forces 
produce perverse results. 

Employment is a foolish cri- 
terion for health care coverage 
because many people do not 
have secure jobs. In the 1960s, 
the US belatedly recognised 
that the retired ami the pom: 
inevitably fen through the net 
and set up public sector 
schemes (Medicare and Medic- 
aid) to cater for them. But it 
has failed to confront the 
plight of many low-paid 
employees: an increasing num- 
ber of employers (especially 
small businesses) cannot afford 
to provide Insurance for work- 
ers, let alone their dependents. 
The problem of escalating 
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ACROSS 

1 Forest cultivated by US 
composer (6) 

4 Friend dies unexpectedly 
round a stake (8) 

9 Ordinary girl meets student 
(®> m 

10 Drink with artist - it makes 
a picture (8) 

12 Gentle ape chewed plant 
(5,3) 

13 Intention to draw (8) 

15 Hurried, to see a genns of 
frogs (4) 

16 Bxkted, 1 stare at a precious 
stole (7) 

20 Narrate about European 

, nobleman (7) 

21 Self-confident girl issues 
receipt (4) 

2fi Salesman sat working with 
meal (0) 

26 Outspoken heir (8) 

28 Friendly carriage (8) 

29 Would one not use this 
transport? (6) 

30 Choose boy to find minute 
partide(8) 

31 He that only rules by — 

(Tennyson) (6) 


DOWN 

1 Window fastener repaired 
(8) 

2 Strong fabric worker makes 
for serviceman (8) 

3 Create new game (6) 

5 Wild ox in Indian oak grass 
(4) 

6 Being brave, I printed cor- 
rection (8) 

7 Illness caused by a charge T 
admitted initially (6) 

8 Scope for forma wife to get 
wine (6) 

it Arranging net is no strain 
(7) 

14 Ratteen designed with three 
leaflets (7) 

17 Communists get something 
to eat for bird (8) 

18 Undertake to provide the 
meat? (8) 

19 New master meeting Queen 
makes headline (8) 

22 Thrice set about - it’s so 
sad (6) 

23 Red Indian raising a cap to 
ambassador (6) 

24 I go in to deal and end up 
with harangue (6) 

27 Love to mix oil for pot- 
pourri (4) 
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MICHAEL PROWSE 


on America 


costs, meanwhile, mainly 
reflects the fragmentation of 
purchasing power caused by a 
myriad of separate private 
schemes. In other countries, 
costs are restrained by large 

- pnr rfiaging nrganfcatintlB- SOCh 

as regional authorities' 
in Britain or provincial govern- 
ments in Canada. The US medi- 
cal profession is uniquely able 
to write its own cheques by 
supplying the most expensive 
possible mix of services. It is 
no accident that US physicians 
earn more than five_ times the 
average salary of US workers; 
the pay differential In favour of 
doctors is less than half as 
great in the UK. US health 
costs are also bloated by the 
vast bureaucratic expense of 
thousands of separate compet- 
ing insurance schemes and the 
“defensive" medical tactics 
encouraged by sky-high mal- 
practice insurance premiums. 

Under the Democrats' plan, 
universal access would be 
guaranteed by a strategy 
known as “play or pay": 
employers would be required 
either to provide coverage 
meeting basic standards or to 
contribute a percentage of pay- 
roll to a new public insurance 
programme called AmeriCaze. 
AmeriCare would provide cov- 
erage for the unemployed as 
wen as workers whose employ- 
ers have chosen to contribute 
to the public scheme. It would 
supplant Medicaid, which is 
proving a costly flop in many 
states Medicare, which 
remains hugely popular, would 
continue to serve the elderly. 

Efforts to control coats 
would be spearheaded by an 
independent Federal Health 
Expenditure Board, modelled 
in some ways on the Federal 


Reserve Board. This would set 
national health expenditure 
targets, publish data oh the 
quality of hospitals and coor- 
dinate cost control efforts by 
state-based “purchasing con- 
sortia". The consortia’s powers 
are until** 1, but they would be 
expected to negotiate reim- 
bursement rates for local hos- 
pitals and doctors, and control 
the YoInm& of medical services 
provided. 

The Mitchell plan represents 
a - delib erate compromise. If 
Tnt rir were the sole consider- 
ation, the US would abandon 
its reliance on employer 
schemes and move further 
towards the Canadian system 
where health care is managed 
by the pro v i nces and financed 
out of general tax revenue. The 
“play or pay” proposal is far 
from ideal. It would impose 
additional costs on many small 
employers, forcing some out of 
business. It would reduce, but 
hardly eliminate, the dead- 
weight administration burden 
associated with competitive 
TiftflWh ina nwmfte polices. The 
health board would exert only 
partial control over costs 
because the bulk of healthcare ' 
resources would still be chan- 
nelled through private insur- 
ers. - 

The Democrat senators, how- 
ever, argue that the US is not 
yet ready for more radical pro- 
posals. The lobbying power of 
private insurers would stymie 
any attempt to sweep them 
into obscurity. A new payroll 
tax on employers who duck 
their responsibilities would be 
unpopular - but for less unpo- 
pular titan a substantial rise in 
personal taxes. 

This realism presents- a 
tHiwmma for the Republicans. 
Experience -suggests that pri- 
vate sector competition does 
not curb costs. Nor can the 
plight of the uninsured be 
solved merely by exhorting 
employers to extend coverage. 
Canaffianetyte socialised medi- 
c ine is anathema for conserva- 
tives. The only plausible 
reform str ate gy thus appears 
to Involve some variant of the 
“play or pay" proposal bol- 
stered by stronger central cost 
controls. Mr Damian's choice 
is either to steal the Demo- 
crats’ clothing or publish a 
plan that everybody knows is a 
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Notice to theWarrantholders of 

UBE INDUSTRIES, LTD. 

Warrants to subscribe for Shares of Common Stock 
ofUbe Industries, Ltd. issued with 




’ :$ 


U.S. $400,000,000 

4 per cent- Gua r an tee d Notes 1993 (the “Warrants”) 




Ptuioacc so Ctnme 4 £<y fbe bmtmoeaza drted 25tb June, 1989 {the ’iaMromenO 
and in asoonfanx with CoadWoaa 7 and H of the Iferma and Conditions of ihe Warrants, 
notice it hereby siren that: 

Due to tsoiiea by UbefnduBtrie*, Ltd. (the '‘Company') on ZOthJnoe, 1991 of fl)Swtac 
Franca 300.009,000 434 per cenL, Swiss Franc Convertible Notts due 30th September, 
199t3, and ® Swim Pones 100,000,000 & per craL Swiss Franc Notea with Wanam 
due 1996 to subscribe for share* of common stock of the Compmyl Ihe "Shares"! at the 
UtU Canvenwii and Ereidae Price* of Yen 533 per Stare, respectively, which are 
Jew than the current market price per Stare on the date b Japan (6th June. B91) on 
which the Company fixed said Coonrenfoa and Exercise Price, the Subscription Pore erf 
the Vfaxnnt in effect waa a&aced pmwanL to Cbme 3 (v) and (va) of the haomneaM 
and Condition 7 of the Teems and Caufitioas of the Warrants bum Yen 904 JO tn 
Yieo 899.80 which became effective a* {ram 21st June, 1991 (Japan time;. 
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UBE INDUSTRIES, ITD. 


-.7 
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Dated.- 24* June, 1991 


By: THE SANWA BANK, LIMITED 
as Principal Paying Agent and 
Warrant Agent 


Warrants to subscribe for Shares of Common Stock . h;- 

ofUbe Industries, Ltd. issued with ; V 




DM170,000,000 

5% per cent. Bonds 1991/1995 (the “Warrants”) 




Pursuant to Confitiana S (Ml and 8 of the Term* and Comfitioim of the Warrants, notice 
is hereby given that: 


Dae to oauea by Ubc I n dust ri es, Ltd, (the -Company^ on 2tkh June. 1991 of 0] Swim 
Franca 300.000,000 4% per cent. Swiss Franc Convertible Notes due 30th September. 
1996, and (K) Swiss France 100,000,000 Hi per cent. Swiaa Franc Notes with Warrants , 
due 1996 to antaofbe for aharea of oomntMStodt of tbe&Hnpauyfthe "Stares") attbe 
initial Conversion and Bseroee Price* of Yen 533 per Stare, respectively, which are 
less than the cunou market price per Stare on the date in Japan (6th June, 1991) au - 
which the Company fixed uidCanveraioa and Kzercbe Price, the Subscription Pticeof 
the Warrant in effect was adjusted pennant to Cowfition 6 (8) of the Thins ami 
Co n ditio n s of the Waranta from Yen 483 to Ytai 4IM.40 which became td fi -ctiv c m from - 
2ha June. 1991 (Japan Time). 
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Dated: 24th Jane, 1991 


UBE INDUSTRIES, LTD. 

By. YAMAICHI BANK CDeutaddaikQ GmbH 
aa Principal Paying Agent and 
Principal Warrant Agent 
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SRF Mortgage 
Notes I PLC 


5150,000,000 Class A 
SI 1,500,000 Class B 
Mortgage backed 
floating rate notes 
due March 2021 ~ 


ROYAL BANK 
OF CANADA . 
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Far the interest period 20 June. 1991 
» 20 September, 1391 Ote CUm A 
notes win bear interest at 1 1.45% per 
annum, buerest amount payable oa 
30 September. 1991 wrti amount to 
S2,m.03 per 5100,000 note. The 
Oats B notes mill bear interest at 
12.15% permnum. Interest payable 
son 20 September, 199/ mill amount 
la S3SZ 18256 peril/. 500.000 prin- 


Dividend No. 416 

NOTICE IS HEREBY GIVEN 
THAT a dividend of 29 cents 
per share upon the paid up 
common shares of this Blank 
has been declared for ths 
cu rrent quarter and wffl ba 
payable at the Bank and 
its Branches on and after 
23 August 1991 to share- 
holders of record atclose of 
business on 24 July, 1991.- 
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Agent Morgan Guaranty 
Trust Company 


By Order of the Board- 
Jane E. Lawson " 

WeeH mU emASeaeury 




JPMorgan 


The solution to last Saturday's prize puzzle wtQ. be pu bl is he d 
with names of winners on Saturday July 6. 
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